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ESTIMATES 


Courts Administration Service 


Performance Report 


For the period ending 
March 31, 2007 


Canada 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part I[[ — Departmental Expenditure Plans, which is divided into two components: 


|) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


i) 


Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required 
to enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 
the first document in early November and a final document in early March. Each Supplementary Estimates document is 


identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource i 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments vf 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for | 
the allocation and management of public funds. 
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Departmental Performance Reports 2006-2007 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2006-2007 
Estimates available at http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp). These principles 
are the conceptual foundation upon which the reports are prepared and they are consistent with 
current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans and expected 
results. It focuses on results by reporting not only the activities and outputs achieved, but also the 
progress. made towards achieving outcomes - the enduring benefits for Canadians and Canadian 
society. It sets performance in context, associates performance with plans and expected results 
(explaining any changes), and discusses the key risks and challenges that affected organizational 
performance. An effective performance report has strong linkages between resources and results 
to show what was achieved through the sound stewardship of public funds. It also reports on 
results realised in partnership with other governmental and non-governmental organisations. 
Finally, the report is credible because it uses objective, evidenced-based information to 
substantiate the performance reported. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2006-07, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2006-07 serves as a guide to the 90 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the relevant Departmental Performance Reports, which contain 
additional information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1 A OR5 
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Acting Chief Administrator's Message 


| am pleased to present the Performance Report of the Courts Administration 
Service (“the Service”) for the period ending March 31, 2007. 


The purpose of this report is to explain to Canadians how the achievements of 
the Service make a difference in their lives. It also reports on the status of 
commitments made in the Report on Plans and Priorities for 2006-2007. 


The Service pursues its mandate by providing support and services to the 
Federal Court of Appeal, the Federal Court, the Court Martial Appeal Court of 
Canada and the Tax Court of Canada. Its role is to facilitate access to these 
Courts by the public seeking judicial redress, and at the same time to safeguard 
the independence of the judiciary. To achieve these objectives, the Service 
works closely with the four Chief Justices in determining precisely what each 
Court requires, and at the same time in identifying areas where synergies may 
be explored in order to optimize our current level of resources. 


The Service is focusing its efforts and resources on implementing new case 
management technology. The expansion of e-filing, including, in particular, 
income tax certificates, is a good example of our advances in this field. In 
addition, the relocation of our Ontario regional office enabled us to equip the 
courtrooms with the most up-to-date technology, making it easier for parties to 
transmit and analyze files. These projects are still in their infancy, but they will 
soon revolutionize access to legal services for all Canadians. 


In addition to our technology-related projects, | note that we must increase our 
efforts and creativity in maintaining and attracting new talent. We have continued 
to work on succession planning, but this challenge is still far from being met. 


| therefore wish to express my sincere appreciation to the Chief Justices, Judges 
and Prothonotaries for their support, to the staff of the Service for their continued 
commitment to excellence in service delivery, and to public officials from a 
number of provinces and territories. 


Kutt 


R.P. Guenette 
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Management Representation Statement 


| submit for tabling in Parliament, the 2006-2007 Departmental Performance 
Report for the Courts Administration Service. 


This document has been prepared based on the reporting principles contained in 
the Guide for the Preparation of Part III of the 2006-2007 Estimates: Reports on 
Plans and Priorities and Departmental Performance Reports: 


e It adheres to the specific reporting requirements outlined in the Treasury 
Board Secretariat guidance; 

e tis based on the department’s approved Strategic Outcome and Program 
Activity Architecture that were approved by the Treasury Board; 

e It presents consistent, comprehensive, balanced and reliable information; 

e It provides a basis of accountability for the results achieved with the 
resources and authorities entrusted to it; and 

e It reports finances based on approved numbers from the Estimates and 
the Public Accounts of Canada. 


Ga) Cx a \ 
i i \ 
‘f 
ae \ a 
* Per: 


Name: Raymond P. Guenette 


Title: = Acting Chief Administrator 
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Summary Information 


Department’s Reason for Existence 


The role of the Courts Administration Service is to provide registry and 
administrative services to four courts of law: the Federal Court of Appeal, the 
Federal Court, the Court Martial Appeal Court of Canada and the Tax Court of 
Canada. These services permit individuals, companies, organizations and the 
Government of Canada to submit disputes and other matters to the Courts, and 
enable the Courts to hear and resolve the cases before them fairly, without delay 
and as efficiently as possible. 


The Courts 


The Courts served by the Service are superior courts of record. They were 
established by the Parliament of Canada pursuant to its authority under section 
101 of the Constitution Act, 1867, to establish Courts “for the better 
Administration of the Laws of Canada”. 


The Federal Court of Appeal has jurisdiction to hear appeals of decisions of 
the Federal Court and the Tax Court of Canada and certain statutory appeals 
from federal administrative tribunals as stated in legislation. It also has 
exclusive jurisdiction to hear applications for judicial review of decisions of 14 
federal boards, commissions and tribunals listed in section 28 of the Federal 
Courts Act (see http://laws.justice.gc.ca/en/F-7/index.html). Parties to a 
proceeding in the Federal Court of Appeal may be granted leave, or permission, 
to appeal the decision of the Federal Court of Appeal to the Supreme Court of 
Canada if the case involves a question of public importance. Pursuant to 
section 5(1) of the Federal Courts Act, the full judicial complement of the 
Federal Court of Appeal consists of the Chief Justice and twelve judges. On 
March 31, 2007, the Federal Court of Appeal consisted of the Chief Justice and 
nine judges, together with three supernumerary judges. For further information 
on the Federal Court of Appeal, please refer to http://www.fca-caf.gc.ca. 


The Federal Court is a court of first instance. It has original, but not exclusive, 
jurisdiction over cases by and against the federal Crown (including aboriginal 
law claims), proceedings involving admiralty law and intellectual property law, 
and jurisdiction conferred by approximately 100 federal statutes. The Federal ||. 
Court also has exclusive jurisdiction to hear national security proceedings and 

applications for judicial review of the decisions of all federal boards, 

commissions and tribunals other than those over which the Federal Court of 

Appeal has jurisdiction (see above). This jurisdiction includes, in particular, | 
applications for judicial review of decisions of the Immigration and Refugee | 
Board. Pursuant to section 5.1(1) of the Federal Courts Act, the full judicial | 
complement of the Federal Court consists of the Chief Justice and thirty-two | 
Julktime judges. On March 31, 2007, the Federal Court consisted of the Chief | 
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Justice and twenty-seven full-time judges, three supernumerary judges, five 
deputy judges and five prothonotaries. For further information about the Federal 


Court, please refer to http://www. fct-cf.gc.ca. 


The main function of the Court Martial Appeal Court of Canada is to hear | 
appeals from courts martial, which are military courts established under the 
National Defence Act, and which hear cases under the Code of Service 
Discipline found in Parts Ill and VII of that Act. Judges of the Federal Court of 
Appeal and the Federal Court, as well as incumbent trial and appellate judges 
of the provincial superior courts, are members of this Court. On March 31, 
2007, the Court Martial Appeal Court of Canada consisted of a Chief Justice 
and sixty-one judges. For further information on the Court Martial Appeal Court 
of Canada, please refer to http://www.cmac-cacm.ca. 


The Tax Court of Canada has exclusive, original jurisdiction to hear appeals 
and references under twelve different Acts of Parliament. Most of the appeals 
made to the Court relate to income tax, the goods and services tax, or 
employment insurance. While many appeals are subject to procedures similar 
| to those of the Federal Court, appeals under what is known as the “informal 
procedure” are heard as informally and expeditiously as circumstances and 
considerations of fairness permit. Pursuant to section 4 (1) of the Tax Court of 
Canada Act, the Court consists of a Chief Justice, an Associate Chief Justice 
and up to twenty judges. On March 31, 2007, the Tax Court of Canada 
consisted of the Chief Justice, seventeen judges, five supernumerary judges 
and six deputy judges. For further information on the Tax Court of Canada, visit 


| http://www.tcc-cci.gc.ca. 


The Service is committed to providing the public with effective, timely and fair 
access, in either official language, to the litigation processes of the Courts, while 
enhancing judicial independence. 


The Service is responsible for meeting the Courts’ requirements and for ensuring 
that the public has access to the Courts and to their records. The specific 
functions of the Service include 


e providing litigants and their counsel with services relating to court 
hearings; 

e informing litigants of rules of practice, court directives and procedures; 

e maintaining court records; 

e processing documents filed by or issued to litigants, and recording all 
proceedings; | 

e serving as a depository to allow for the enforcement of decisions made by 
the Courts and federal administrative tribunals, such as the Canada 
Industrial Relations Board and the Canadian Human Rights Tribunal; 
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e providing judges, prothonotaries' and staff with a wide array of direct 
support services, including library services and appropriate facilities and 
security. 


In order to facilitate the public’s access to the Courts, the Service has offices in 
Nova Scotia, New Brunswick, Quebec, Ontario, Manitoba, Alberta and British 
Columbia. In addition, registry services and courtrooms are provided through 
agreements with the governments of New Brunswick, Newfoundland and 
Labrador, Prince Edward Island, Saskatchewan, the Northwest Territories, the 
Yukon Territory and Nunavut. 


Financial Resources 


2006-2007 


Total Authorities Actual Spending 


Human Resources 


2006-2007 
Planned Difference 


Actual oni e iu. sciatic, 
606. 1b Hay 3. sue lAO eee came 


ee 


ad obeld is a judicial officer of the Federal Court who is appointed by the Governor in Council pursuant to section 
of the Federal Courts Act and who assists in the expeditious disposition of the Court's business. Prothonotaries are 
responsible for more than 75 percent of the Federal Court’s proceedings under case management. For further 


eee refer to Rules 50 and 51 of the Federal Courts Rules (see http://laws. justice.gc.ca/en/F-7/SOR-98- 
Atm. 
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Departmental Priorities 


STATUS ON PERFORMANCE 


Strategic Outcome: The public has effective, timely and fair access, in either official 
language, to the litigation processes of the Federal Court of Appeal, the Federal Court, 
the Court Martial Appeal Court of Canada and the Tax Court of Canada. 


($ millions) 


Priority 1 
Implementing a 
comprehensive, 
dynamic and fully 
integrated people 
management 
strategy which will 
support all . 
employees in the 
efforts of 
consolidating the 
Service 


Priority 2 
Promoting 
innovation and 
pursuing 
modernization of 
business practices 
and processes 


Program Activity 
-Expected Results 


Registry Services 
Judicial Services 


The planned 
initiatives Supporting 
this priority are 
expected to assist 
and sustain the 
efforts of 
consolidation in 


providing to all 
employees a work 
environment that 
fulfills their goals 
and aspirations. 


Registry Services 


Judicial Services 


The planned 
initiatives will allow 
the Service to 
provide registry and 
judicial services that 
are flexible and 
responsive, while 
ensuring the best 
value for public 
money. 


Performance 
Status 


The Service 
completed physical 
co-location of the 
Ontario Regional 
Office which 
provides an 
integrated client 
service approach. 
Defined specific 
initiatives to 
pursue our 
succession 
planning strategy. 
This will include 
new 
developmental 
program and the 
establishment of 
competency 
profiles. 


The Service has 
established and 
implemented a 
common 
informatics’ 
platform that will 
allow the 
integration of 
various e- 
components 
including e-filing 
services and digital 
recording. Registry 
processes were 
reviewed including 
transmission and 
recording of 
documents using 
notably the 
scanning 


_| methodology. 


Planned 
Spending 


5.0 


2006-2007 


Actual 
Spending 


0.2 


20 
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Overall Performance 
Operational Environment 


During the last fiscal year, the Service focused particularly on establishing the 
operational framework for implementing new technologies in order to optimize 
the provision of our services and to apply these technologies consistently and 
universally to case management. To achieve this, we have initiated feasibility 
studies to evaluate the financial impacts on the Service and the ways in which 
each of these technologies could be better integrated. 


Alongside our interest in investing in emerging technologies, we have identified 
concrete lines of action for succession planning. Thus, we are planning to 
implement a registry officer development program in order to recruit and retain 
our staff and facilitate external recruitment. The issue of retaining and developing 
our staff remains a major concern. The aging of the population and the dynamics 
that characterize the service at the four Courts raise significant challenges to the 
Service. 


In addition, we have noted that the Service has an enviable reputation at the 
international level and is playing an active role in partnerships with countries 
such as Russia, Ukraine and China. A number of Chinese judges came to 
Canada for a six-week training session in order to learn about our registry 
procedures. However, our awareness activities on the national scale are more 
modest and will have to be expanded in the next few years in order to highlight 
the Service's role in the administration of justice. 


Financial Context 


The Service is entirely funded through yearly appropriations approved by 
Parliament. The Service also collects revenue through filing fees, fines and sales 
of copies of filed documentation, including copies of judgments and orders. 
These non-respendable revenues are deposited to the Government of Canada's 
Consolidated Revenue Fund. 


At the request of the Chief Justice, four Federal Court prothonotaries were 
appointed to the Federal Court between 1999 and 2003. Furthermore, five 
Federal Court deputy judges have been appointed to the Federal Court since 
2004. The Service did receive temporary funding in December 2006 for fiscal 
years 2006-2007 and 2007-2008 for these specific positions, but funding needs 
to be requested every year, even though the requirements are of an ongoing 
nature. This is very time-consuming for officials of the Service. The Service will 
continue to work with the Treasury Board Secretariat and other partners with a 
view to finding a permanent solution for funding these policy issues. 


It should be noted that there are additional expenses that the Service has had to 
absorb over the years which has added to the financial stress for the 
organization. The Service has absorbed costs related to procurement savings in 
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the aftermath of the Government's Expenditure Review exercise that was 
conducted three years ago, as there were few actual procurement savings that 
could be realized for the items that are most significant to the Service (e.g., 
translation and court reports). 


As recorded in the 2006-2007 Public Accounts of Canada, the Service received 
$67M in funding from Parliament. The actual amount of funds spent in that year 
was $66.6M, resulting in a small lapse of $0.4M. 


Context 


A key aspect of the Service’s planning and operating environment is that it has 
virtually no control over the forces affecting the number of cases it receives in 
each of the four Courts. For instance, the workload of the Federal Court is 
intrinsically related to the volume of refugee claimants that the Immigration 
Review Board (IRB) is handling. As well, any legislative amendments changing 
federal acts might at some point in time affect the workload of the Courts. The 
Supreme Court’s recent decision in Charkaoui on issuing security certificates will 
have an impact on legal procedures and will possibly result in more appeals to 
our Courts, especially the Federal Court. 


This unpredictable environment requires the Service to adjust rapidly to new 
demands and be fully aware of the legislative environment that will affect the 
workload for all the four courts. In that context, the Service has maintained 
working relationships with other federal entities (Citizenship and Immigration 
Canada (CIC), the Canadian Border Security Agency (CBSA) and the 
Immigration Refugee Board (IRB)), in order to provide a sound assessment of 
the future workload of the four courts. Working cooperatively with these entities 
will ensure the Service will be in a better position to grasp and assess external 
factors. However, in these relationships the key element is to maintain our 
judicial independence while at the same time taking a proactive approach in 
assessing potential impacts of current and future federal initiatives on the 
Service’s ability to provide efficient service to the four Courts. 
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Modernizing Our Planning Approach 


The Service is continuing its efforts in the development of integrated activity 
planning. The regional offices have begun a planning exercise based on the 
Service’s strategic priorities. During the past year, the Service also reviewed the 
recommendations made as part of the Management Accountability Framework 
(MAF) evaluation. Several of the points raised by the Treasury Board Secretariat 
(TBS) have been implemented. We are still working on the Performance 
Management Framework, which will be finalized in the 2007-2008 fiscal year. 


Embracing New Court Technology 


The Service has worked on several aspects of its technology platform. For 
example, we have migrated to a common e-mail system, which will allow us to 
add new software and keep it up to date. Our major challenge lies with 
implementing a new case management system. This system will be on a 
platform shared by all the Courts and will be a primary source for implementation 
of our Performance Management Framework. 


Risks, Challenges and Opportunities 


The issue of recruitment and staff retention remains a primary concern for the 
Service. With the planned departure of 20% of our staff within the next three 
years, we will have to speed up recruitment and, very likely, cooperate with other 
departments to fill our vacant positions. Our further difficulty in recruiting human 
resources staff limits our ability to develop and implement a succession plan. In 
order to address this problem, additional funding has been requested to help the 
Service in implementing several initiatives flowing from the Public Service 
Modernization Act and especially the Public Service Employment Act. 


It should be noted that the Service has exchanges with several other countries, 
notably China, Russia and Australia, as well as with the United Nations, in order 
to exchange expertise in the area of courts administration. This is normally done 
in collaboration with the office of the Commissioner of Federal Judicial Affairs, 
and the National Judicial Institute. Since many other countries are also 
reassessing their judicial systems and procedures, it is anticipated that the 
Service will increase its level of international activities. 
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Alignment with Government of Canada Outcomes 
The Service’s sole strategic outcome is as follows: 


The public has effective, timely and fair access, in either official 
language, to the litigation processes of the Federal Court of 
Appeal, the Federal Court, the Court Martial Appeal Court of 
Canada and the Tax Court of Canada. 


Canada’s Performance 2006 is divided into four key policy areas: economic, 
social, international, and government affairs: The Service’s strategic outcome is 
aligned with the area of government affairs as it provides support to the Courts 
which, by their decisions, assist the machinery of government, while maintaining 
judicial independence. 
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SECTION Il - ANALYSIS OF PROGRAM ACTIVITIES BY 
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Analysis by Program Activity 
Strategic Outcome 


The Courts Administration Service is committed to realizing the following 
strategic outcome: 


The public has effective, timely and fair access, in either official language, to the 
litigation processes of the Federal Court of Appeal, the Federal Court, the Court 
Martial Appeal Court of Canada and the Tax Court of Canada. 


Program Activity Architecture 


The Service’s Program Activity Architecture consists of three program activities — 
Registry Services, Judicial Services and Corporate Services. 


Registry Services 


These services provide the Courts with litigation processes support. This 
includes processing documents filed by or issued to litigants, attending court 
sittings, recording proceedings, providing information to litigants, preserving the 
records and information base required by the Courts and issuing legal 
instruments to enforce the Courts’ decisions. 


Financial Resources: 


| Planned Spending | Authorities Actual Spendin 
| $40.1M | $43.2M $42.5M 


Human Resources: 


‘Planned (FTE) Authorities 


427 | 389 38 
FTE — Full Time Equivalent 


Pp sen . 
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Judicial Services 


These services provide judicial support to the judges and prothonotaries, as well 
as to executive officers, judicial assistants, library employees, 
revisers/jurilinguists, law clerks and other staff who provide direct support to the 
judiciary in fulfilling its responsibilities. 


Financial Resources: 


Planned Spending Authorities Actual Spending 
$22.1M $23.8M $24.1M 


Human Resources: 


Planned (FTE | Authorities Difference 
' 


FTE — Full Time Equivalent 


Corporate Services 
Please refer to text in Section IV — Other Items of Interest. 
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Priority 1 
Implementing a comprehensive, dynamic and fully integrated people 


management strategy which will support all employees in the efforts of 
consolidating the Service 


Program Activity: Registry Services 


Key Initiative: Relocation of Staff from the Lorne Building 


r 


Expected Results 
Improved employee well-being. 

- provide an adequate and suitable work 
environment 


Results Achieved 

A proposal by PWGSC offering to move all 
the staff from the Lorne Building, 90 Elgin 
Street in Ottawa, to the Thomas D’Arcy 
McGee Building at 90 Sparks Street in 
Ottawa. 


PWGSC is proposing to move all the staff of the Service currently working at 90 
Elgin Street in Ottawa to the premises at 90 Sparks Street in Ottawa, which will be 
fitted out for the registry of the Federal Court of Appeal and the Federal Court by 
summer 2008. 


Key Initiative: Harmonization of Registries 


Expected Results Results Achieved 
Increased citizen-focused services. | Completion of the co-location initiative in 
- enhance the use of our resources and Toronto. 
ili a common access point for the Increased capacity to serve clients of all 
P four Courts in the Service’s ten points of 
service across the country. 
Creation and staffing of formal Operational 
| Training Division. 


Co-location of Regional Offices was completed with the move of the Ontario 
Regional Office in 2006. The Service has made great advances in providing staff 
with tools, training and exchange opportunities with a view to ensuring that all 
registry staff are familiar with the rules, practices and procedures of the four 
Courts they support. 

| An Operational Training Division was created and staffed, and now provides a 
_ Variety of specialized training courses to staff across the country. Practice and 
| Procedures manuals have been reviewed and updated, and new reference 
_materials developed, in order to further support and assist staff. 
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Key Initiative: Implementation of Outreach Activities 


Expected Results Results Achieved 


Increased visibility, awareness and | Maintaining a positive and productive 
understanding of the services network with the judicial community and 
provided by the Courts foreign delegations. 

Administration Service. 

- heighten public awareness of judicial 
independence 


The Service continued its discussions and networking by means of various 
interdepartmental meetings and continues to maintain a forum of exchange with 
various foreign delegations which allows the Service to be known as a model of 
excellence in the administration of justice. 


Program Activity: Judicial Services 


Key Initiative: Review of Judicial Services 


Expected Results Results Achieved 

Increased efficiencies throughout | Significant reduction in translation and 
the Service and lower operational | posting of court decisions. Negotiation of 
costs. revised agreement including performance 
- allocate appropriate resources to indicators with the Translation Bureau. 
requirements, and enhance fiscal 
accountability and service delivery 


The Judicial Services Directorate undertook an in-depth analysis of its workflow 
in order to optimize the translation to posting process of court decisions. Aside 
from this internal review, the Service also negotiated a new agreement with the 
Translation bureau that will ensure specific delivery deadlines for our translation 
requests. 


Section II — Analysis of Program Activities by Strategic Outcome Page 17 


Priority 2 


Promoting innovation and pursuing modernization of business practices 
and processes | 


Program Activity: Registry Services 


Key Initiative: Electronic Filing 


Results Achieved 
350 e-filings received for intellectual 


Expected Results 
Modernization of operational activities 


to reflect best practices and improve | property cases. Activities undertaken to 
procedures. expand the project scope in order to 

- ensure our current registry operations can__|-include other areas of the court's 
accommodate more cases involving e-filing jurisdiction such as immigration and 
admiralty. 


The Canada Revenue Agency has proposed the expansion of the e-filing project 
to allow for electronic filing of income tax/GST certificates. Since early 2006, 
representatives from CRA have worked closely with the e-filing project team to 
explore the legal and technical issues related to this proposal. This expansion is a 
direct result of the small but measured success we have enjoyed with the 
intellectual property pilot project. It is also the result of a strong partnership with 
Lexis Nexis, a service provider which facilitates connection between users. 


Key Initiative: Digital Recording 


Expected Results Results Achieved 
Modernization of operational activities | Business plan for digital recording on 
to reflect best practices and improve | track. 

procedures. 

- complete a feasibility study, purchase the 


hardware and software and implement the 
system in the courtrooms 


Digital recording is a component of the Case Management System for which the 
| Service Is proposing to seek funding from the Treasury Board (TB). A detailed 

business case will be developed and reviewed to ensure funding requirements for 
digital recording form part of an overall IT integration strate 
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Key Initiative: Electronic Courtrooms 


Expected Results Results Achieved 


Modernization of operational activities | A business plan combining various 
to reflect best practices and improve | e-components in development. 
procedures. 

- improve service delivery and accessibility to 
court proceedings 


The electronic courtroom is the culmination of several initiatives such as wireless 
display of evidence, Internet access in the courtroom, document management 
software and digital recording. The latter is a component of the Case 
Management System. A detailed business case will be developed and reviewed 
to ensure funding requirements of digital recording form part of an overall IT 
integration strategy. 


Key Initiative: New Case Management System 

Expected Results Results Achieved 

Greater efficiency throughout the Upgrade of several components to allow 
Service and decrease in operational | for the disposal of old technology 

costs. supporting the existing system. 

- provide the registries with the tools required | Functional and detailed design 

harmonize internal processes through a new 


case management system 


The server platform is aging and unsupported, new functions cannot be added, 
problems and downtime are more frequent and unacceptable. The software has 
been upgraded to run from a web browser. In phase 1, the existing systems will 
maintain the functions currently provided to the four Courts on an upgraded 
technical platform to provide greater stability and a suitable environment for 
future development. 

The Case Management System is the heart of interdependent components such 
as e-filing, digital recording, e-faxing, and Judgment and Orders. This entire 
integrated solution is a major component of the modernization initiative. 
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Key Initiative: Modernization of Practices and Procedures 


—_— 


Expected Results 


Modernization of operational activities 
to reflect best practices and improve 


Results Achieved 
Improvements made in the areas of 
scanning and electronic transmittal and 
procedures. receipt of documents, review of fees 

- deliver our services to citizens more and fee structures, transmission of 
effectively decisions to parties, and harmonization 
of practices across courts. 


Several immediate changes have been made to existing practices and 
procedures, and pilot projects, such as document scanning and filing date 
uniformity for e-filing and scanned documents, have been implemented in other 
areas further to the review of current workflows. 

Through the implementation of initiatives such as electronic filing and the design 
of a new Case Management System, opportunities for immediate efficiencies 
and service improvements have been identified and acted upon. 


Program Activity: Judicial Services 


Key Initiative: Construction of the Pierre Elliott Trudeau Judicial 
Building (PETJB) 


Results Achieved 
No longer identified as a key 
initiative. 


Expected Results 
Increased efficiencies throughout the 
Service and lower operational costs. 
-meet long-term accommodation requirements of 


the Courts; reduce operating costs, improve 
visibility and simplify security requirements 


The Service has identified other means to maximize synergy and efficiencies 
without the construction of a new building. The Service has reached an 
agreement with PWGSC to secure additional space in the Thomas D'Arcy 
McGee Building to accommodate employees currently located in the Lorne 
Building. The last component will be to relocate judges and registry staff of ee 


Tax Court of Canada and Corporate Services in the Thomas D’Arcy McGee 
_ building. This will complete our accommodation strategy for Ottawa. 
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Key Initiative: © Toronto Federal Judicial Centre Project (FJC) 


Expected Results 


Increased efficiencies throughout the 
Service, including improved security of 
‘| judges and staff and greater capacity to 
meet case management workload. 


- reduce operational costs and offer to the 
public a single access and information point 


Results Achieved : 
All Toronto Local Office staff now 
located in one location to offer a single 
access and information point for the 
public. 

Project completed on time and under 
budget. 


The planning and implementation of the move of the Toronto registries, which 
were located at 200 King Street West and 330 University Avenue, were 
completed successfully. The registries moved to the new premises at 180 
Queen Street West in Toronto. 

A greater harmonization of registry services to the public has resulted in a more 
transparent and efficient delivery of services to the clients. 


Key Initiative: Vancouver Federal Judicial Centre Project (FJC) 


Expected Results 


Space optimization of tenant 
requirements to maximize utilization. 
- optimize space to reduce real estate costs 


Results Achieved 
Space optimization study completed. 


As a result of the review of registry services to the public as well as to the four 
Courts, the Service has identified surplus space requirements to Public Works 
and Government Services Canada (PWGSC). 
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Organizational Information 


Our mandate is to 
° ensure the efficient provision of service to the four Courts; 
e enhance the judicial independence of the Courts by placing them at 
arm’s length from the Government of Canada; and 
e enhance accountability for the use of public money. 


Organizational Structure 


In fall 2006, the Service announced important organizational changes. Notably, 
the regional and registry operations were united under the Deputy Chief 
Administrator's position, and Corporate Services is now under the responsibility 
of an executive director. This organizational structure reflects the Service’s 
Program Activities Architecture. 


CHIEF 
ADMINISTRATOR 


SENIOR COUNSE 


COR 
SECRETARIAT 


RESOURCES ADMINISTRATION fF 


FCA/CMAC Federal Court of Appeal / Court Martial Appeal Court of Canada 


FC Federal Court 
TCC Tax Court of Canada 
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Courts Administration Service 


The Chief Administrator of the Courts Administration Service is accountable to 
Parliament through the Minister of Justice. 


The powers, duties and functions of the Chief Administrator are set out in the 
Courts Administration Service Act as follows: 


e the Chief Administrator has all the powers necessary for the overall 
effective and efficient management and administration of all court 
services, including court facilities and libraries and corporate services and 
staffing (subsection 7(2)); and 


e the Chief Administrator, in consultation with the Chief Justices of the 
Federal Court of Appeal, the Federal Court, the Court Martial Appeal 
Court and the Tax Court of Canada, shall establish and maintain the 
registry or registries for those courts in any organizational form or forms 
and prepare budgetary submissions for the requirements of those courts 
and for the related needs of the Service (subsection 7(3)). 


The Courts Administration Service Act also places two specific restrictions on the 
powers of the Chief Administrator: 


e the powers of the Chief Administrator do not extend to any matter 
assigned by law to the judiciary (subsection 7(4)); and 


e a Chief Justice may issue binding directions in writing to the Chief 
Administrator with respect to any matter within the Chief Administrator's 
authority (Subsection 9(1)). 
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Table 1: Comparison of Planned to Actual Spending 
(including Full-time Equivalents) 


~ 2006-07 


($ millions) 2004-05 2005-06 Total Total 
Actual’ Actual” Actuals 


Provide Registry ro Lo M 38.4 40.3 40.1 43.2 42.5 
Services 


Provide Judicial 19.8 ros He 22.2 224 23.8 24.1 
Services | 
| Total ; Sh4) 0. 596) 5 625i)" 162-201) he Gru odo) 
| Less: (5.4) (5.0) N/A (6.9) N/A (4.5) 
Non-respendable 
revenue 
services received 
without charge 
Total 69.2 74.2 62.5 75.2 N/A 85.9 
Departmental 
Spending 
Equivalents 


Notes: 


m Source 2004-05 DPR. 

#4 Source 2005-06 DPR. 

°**) Source 2006-07 RPP. The variance with the Main Estimates reflects the reductions to 
the department's planned spending as a result of the Expenditure Review Committee 
(ERC) procurement savings exercise. 

) Source: 2006-2007 Public Accounts. 

Source: 2006-2007 Public Accounts. Total includes contributions to employee benefits 

plans. Reference should be made to the discussion under “Table 3: Voted and Statutory 

Items” for further information. 

The Courts Administration Service (CAS) has staffed a number of vacant positions this 

fiscal year. However, it is still short of its targets as CAS lacks the funding to fill all of its 

required positions. 
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Table 2: Resources by Program Activity 


$ millions) 
2006-2007 


‘Budgetary 


Total: Gross Total: Net 
Budgetary ~ _ Budgetary 
_ Expenditures =— Expenditures 


Note: As per the Guide to the Preparation of Part Ill of the 2006-2007 Estimates — Reports on 
Plans and Priorities and Departmental Performance Reports, some columns have been deleted 
because they are not applicable. 
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Table 3: Voted and Statutory Items 


2006-2007 


Statutory Truncated Vote ——s Main Planned _ Total Total 
or Statutory wording Estimates Spending Authorities Actual 


Contributions to employee 
benefit plans 


A) The $4.5M variance between the main Estimate and Total Authorities are due to: 


Reductions caused by the Expenditure Review Committee (ERC) (0.3) 
procurement savings exercise 

Operating budget carry forward | a 

Salary funding for prothonotaries, deputy judges fees and other 2.6 

items 

Compensation for collective agreements 0.4 

Employee Benefit Plan adjustment (0.5) 
Total variance increase 4.5 


B) As can be seen in the table above, the Service ended the year with a Public Accounts lapse of 
just $0.4M, or 0.6% (the difference between total authorities and total actual). The Service was 
very careful with its finances, but the financial situation is extremely tight in the organization. The 


Service continues to seek a permanent solution to funding prothonotaries’ salaries and deputy 
judges’ fees. 


ee | 
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Table 4: Services Received Without Charge 


2006-2007 
Actual Spending 


Accommodation provided by Public Works and Government Services 20.7 
Canada (PWGSC) 


($ millions) 


Contributions covering employers’ share of employees’ insurance 
premiums and expenditures paid by Treasury Board of Canada 
Secretariat (TBS ) (excluding revolving funds); employer's contribution to 
employees’ insured benefits plans and associated expenditures paid by 
TBS 


Salary and associated expenditures of legal services provided by the 0.1 
Department of Justice Canada 


Total 2006-2007 Services received without charge 23.8 
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Table 5: Sources of Respendable and Non-Respendable 
Revenue 


Non-Respendable Revenue 


2006-2007 
Actual Actual — Planned 

($ millions) 2004-05' 2005-06 Revenue® Actual 
Provide Registry Services 
Refund of previous years' expenditures 
Services fees 
| Court fines 
Miscellaneous non-tax revenues 


Notes: 


) From 2004-05 DPR. 

) From 2005-06 DPR. 

‘) From 2006-07 RPP. It should be noted that previous to 2004-2005, court fines were 
substantial. However, the fines in the last 3 years have now dropped to inconsequential 
amounts. CAS has no control over court fines, as they are imposed by judicial officers. 
Predicting these fines is entirely dependent on the cases being brought before the judiciary. 


Numbers in columns may not add up due to rounding. 
As per the Guide for the Preparation of 2006-2007 DPR, some columns have been deleted 
because they are not applicable. 
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Table 6: Resource Requirements by Branch 
$ millions 


2006-07 


Planned Actual 
Branch or Sector Spending’ | Spending 


Federal Court of Appeal and Court Martial Appeal Court of 


Canada Registry Operations _ 


Provide Registry Services __ | | Forti Henrie, 27572 | 
Provide Judicial Services EAE et | 


Federal Court Registry Operations = | 


ie 
5.0 
2.0 
5.8 


hk : 
— 5 


Provide Registry Services 
Provide Judicial Services 


©o $ 


Tax Court of Canada Registry Operations = . .. 
Provide Registry Services | , | : 


ieee SS 
nic: ene eS 


7 


oy 
—|. 


£ 
on 


3./ 


- =| 
= 


Oo 


Law Clerk Program oF 


Provide Registry Services 
Provide Judicial Services 


Provide Registry Services 


ie) 
(ep) 


oo oo 
oO CO 


Provide Judicial Services 
Office of the Chief Administrato . 

Provide Registry Services 

Provide Judicial Services 


Finance & Corporate Services, Chauffeurs & Court Attendants 
Services* 


Provide Registry Services 
Provide Judicial Services 


hm 
oO i) 
a no 
wo 


6 


—s 


— 
ook 
— 


— 
—s 
O1 


> 
— 
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Human Resources 
Provide Reaistry Services 
Provide Judicial Services 


IM IT, Record Mgmt, Best Practices & Modernization 
Provide Registr Services 


Provide Judicial Services 


(5) 
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Planned Spending from 2006-07 RPP. 


Includes judges’ offices, Office of the Director General of Judicial Services, as well as 
Revision. 


Includes Office of the Chief Administrator, Strategic Planning & Communications, and the 
Office of the Deputy Chief Administrator. 


Includes Office of the Director General of Finance & Corporate Services; Facilities; 
Telecommunications; Capital Projects; Security Services; Accounting Operations and 
Systems; Planning, Budgeting and Analysis; Material Management and Contracting; 
Administrative Services and Translation. 


The increase between the planned spending and the total spending is approximately 
7.1% for all of CAS. See Table 3 for the main increases of authorities during the course 
of the fiscal year. The majority of the increases by Branch that were above this number 
were caused by the following factors. First, the estimates for 2006-07 were made in 
January 2006. The actual expenses occurred from April 2006 to March 2007. Due to 
some of the lower staffing levels in certain branches in early 2006, those branches were 
able to increase their levels more than others. Second, funding for increases in program 
integrity funding were targeted for certain branches. However, this was already taken into 
account when allocating percentages amongst the various sectors in January 2006. 
Third, certain collective bargaining agreements were concluded during the year, such as 
for the employees in the law clerk program. 
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Table 7: Details on Project Spending 


Program Activity - Corporate Services 


Initial Planning and Identification 
Electronic Services 
(Initial phase in 2006-2007) 


Toronto Federal Judicial Centre Project Close-out 


Supplementary information on project spending can be found at http://www.tbs- 
sct.gc.ca/rma/dpr2/06-07/index_e.asp. 
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Table 8: Financial Statements of Departments and Agencies 
(including Agents of Parliament) 


FEDERAL COURT OF APPEAL 
COUR D'APPEL FEDERALE 


TAX COURT OF CANADA 
COUR CANADIENNE DE 
L'IMPOT 


FEDERAL COURT 
COUR FEDERALE 


COURT MARTIAL APPEAL COURT OF CANADA 
COUR D'APPEL DE LA COUR MARTIALE DU CANADA 


Courts Administration Service 


Financial Statements 
(Unaudited) 


For the year ending March 31, 2007 


p 
age 34 Courts Administration Service 


Courts Administration Service 
Statement of Management Responsibility 


Courts Administration Service 
Statement of Management Responsibility 


Responsibility for the integrity and objectivity of the accompanying financial statements for the year ended 
March 31, 2007 and all information contained in this report rests with departmental management. These 
financial statements have been prepared by management in accordance with accounting standards issued 
by the Treasury Board of Canada Secretariat which are consistent with Canadian generally accepted 
accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial statements. 
Some of the information in the financial statements is based on management's best estimates and 
judgment and gives due consideration to materiality. To fulfill its accounting and reporting responsibilities, 
management maintains a set of accounts that provides a centralized record of the department's financial 
transactions. Financial information submitted to the Public Accounts of Canada and included in the 
department's Departmental Performance Report is consistent with these financial statements. 


Management maintains a system of financial management and internal control designed to provide 
reasonable assurance that financial information is reliable, that assets are safeguarded and that 
transactions are in accordance with the Financial Administration Act, are executed in accordance with 
prescribed regulations, within Parliamentary authorities, and are properly recorded to maintain 
accountability of Government funds. Management also seeks to ensure the objectivity and integrity of data 
in its financial statements by careful selection, training.and development of qualified staff, by organizational 
arrangements that provide appropriate divisions of responsibility, and by communication programs aimed at 
ensuring that regulations, policies, standards and managerial authorities are understood throughout the 
department. 


The financial statements of the department have not been audited. 


Pov” 


Raymond Guenette 
A/Chief Administrator Executive Director, Corporate Services 
Senior Financial Officer (SFO) 


Date Signed: AUG 2 1 2007 


Ottawa, Ontario 
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Courts Administration Service 
Statement of Operations (Unaudited) 
For the Year Ended March 31 

(in dollars) 


2007 2006 
Provide Provide 
Registry Judicial Total Total 
Services Services 
EXPENSES 
Salaries & Employee Benefits $ 29,551,651 17,139,038 $ 46,690,689 $ 43,156,918 
Accommodations (Note 9) 13,262,720 7,402,160 20,664,880 16,698,488 
Professional & Special Services 7,416,431 3,162,918 10,579,349 9,752,060 
Transportation & Telecommunications 2,037,005 1,391,462 3,928,467 3,611,559 
Repairs & Maintenance 2,220,259 1,216,596 3,436,855 1,289,130 
Materials & Supplies 441,269 1,737,080 2,178,349 2,047,577 
Purchase of Machinery & Equipment 1,333,283 716,174 2,049,457 1,638,982 
Miscellaneous 561,542 311,067 872,609 771,356 
Rentals 351,529 179,442 530,971 478,221 
Information 218,784 150,421 369,205 212,987 
Amortization of Tangible Capital Assets 
(Note 5) 170,751 95,299 266,050 255,666 
Total Expenses ~§ 58,065,224 ~$ 33,501,657 ~$ 91,566,881 ~$ 79,912,944 
REVENUES 
Employment Insurance Account Cost 
Recoveries (Note 2(d)) $ 1,772,512 989,270  $ 2,761,782  $ 3,168,060 
Filing Fees 1,495,690 0 1,495,690 1,513,008 
Photocopies 192,739 33,966 226,705 233,610 
Fines 4,200 0 4,200 8,000 
Miscellaneous Revenues 1,255 683 1,938 1,230 
Total Revenues $3,466,396 ~$ ~~ 1,023,919 ~$ 4,490,315 ~$ 4,923,908 
NET COST OF OPERATIONS _$ 54,598,828  — § 32,477,738 ~~ § 87076568 § 74,989,036 


The accompanying notes form an integral part of these financial statements. 
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Courts Administration Service 


Statement of Financial Position (Unaudited) 


At March 31 
(in dollars) 
2007 2006 
ASSETS 
Financial Assets 
. Accounts Receivable & Employee 
Advances (Note 4) Hat 33801827 $ 3,840,727 
Non-Financial Assets 
Tangible Capital Assets (Note 5) 1,074,025 1,166,312 
Prepaid Expenses 2,695 12,087 
TOTAL $ 4,878,547 $ 5,019,126 
LIABILITIES 
Accounts Payable & Accrued Liabilities 
(Note 6) $ 4,132,401 $ 5,172,369 
Vacation Pay & Compensatory Leave 1,779,590 1,581,754 
Deposit Accounts (Note 7) 13,959,945 9,182,818 
Employee Severance Benefits (Note 8) 7,236,544 6,511,378 
EQUITY OF CANADA (22,229,933) (17,429,193) 
TOTAL $ 4,878,547 $ 5,019,126 


The accompanying notes form an integral part of these financial statements. 
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Courts Administration Service 
Statement of Equity of Canada (Unaudited) 


At March 31 
(in dollars) 

2007 2006 
Equity of Canada, Beginning of Year $ (17,429,193) $ (16,091,574) 
Net Cost of Operations (87,076,566) (74,989,036) 
Current Year Appropriations Used (Note 3) 66,621,410 59,649,562 
Revenue not Available for Spending (4,490,315) (4,923,908) 
Change in Net Position in the Consolidated Revenue Fund (Note 
3(c)) (3,731,116) (646,545) 
Services Provided Without Charge By Other Government 
Departments (Note 9) 23,875,847 19,572,308 
Equity of Canada, End of Year $ (22,229,933) $ (17,429,193) 


The accompanying notes form an integral part of these financial statements. 
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Courts Administration Service 
Statement of Cash Flows (Unaudited) 
For the Year Ended March 31 

(in dollars) 


OPERATING ACTIVITIES 
Net Cost of Operations 

Non-Cash Items: 
Amortization of Tangible Capital Assets 
Gain on Disposal of Tangible Capital Assets 
Loss on Disposal of Tangible Capital Assets 
Services Provided Without Charge 
Variations in Statement of Financial Position: 
Decrease in Accounts Receivable & Employee 
Advances 
Increase/(decrease) in Prepaid Expenses 
(Increase)/decrease in Accounts Payable & Accrued 
Liabilities 
Increase in Vacation Pay & Compensatory Leave 
(Increase)/decrease in Deposit Accounts 
Increase in Employee Severance Benefits 

Cash Used for Operating Activities 


CAPITAL INVESTMENT ACTIVITIES 
Acquisitions of Tangible Capital Assets 
Proceeds From Disposal of Capital Assets 

Cash Used by Capital Investment Activities 


Net cash provided by the Government of Canada 


The accompanying notes form an integral part of these financial statements. 
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2007 2006 
$ 87,076,566 $ 74,989,036 
(266,050) (255,666) 
1751 869 
0 (8,433) 
(23,875,847) (19,572,308) 
(38,900) (692,323) 
(9,392) 12,087 
1,039,968 (703,100) 
(197,836) (34,995) 
(4,777,127) 781,960 
(725,166) (754,431) 
$ 58,227,967 $ 53,762,696 
$ 173,763 $ 326,083 
(1,751) (9,669) 
$ 172,012 $ 316,414 
($ 58,399,979) ($ 54,079,110) 
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Courts Administration Service 
Notes to the Financial Statements (Unaudited) 


4, 


Authority and Objectives 


The Courts Administration Service (CAS), which was established on July 2, 2003 by the 
Courts Administration Service Act, S.C. 2002, c. 8, is responsible for providing services to 
the Federal Court of Appeal, the Federal Court, the Court Martial Appeal Court of Canada 
and the Tax Court of Canada ("the Courts’). 


The role of the Courts Administration Service is to provide administrative services by 
ensuring that the public has effective, timely and fair access, in either official language, to 
the litigation processes of the Courts. 


The Courts Administration Service consists of two service lines: to provide Registry 
Services and to provide Judicial Services. 


Registry Services provide administrative support to the Courts while ensuring that judicial 
proceedings are conducted efficiently and appropriately in a manner that provides the 
public with guidance and advice on the Courts’ practices and procedures. 


Judicial Services provide judicial, legal and administrative support to the Courts, by means 
of, for example, judicial assistants, ushers, judicial administrators, law clerks and revisers 
who provide direct support to the judges in the discharge of their responsibilities. 


Summary of Significant Accounting Policies 


The financial statements have been prepared in accordance with Treasury Board 
accounting policies which are consistent with Canadian generally accepted accounting 
principles for the public sector. 


Significant accounting polices are as follows: 


(a) Parliamentary Appropriations — The Courts Administration Service is solely 
financed by the Government of Canada through Parliamentary appropriations. 
Appropriations provided to the Courts Administration Service do not parallel 
financial reporting according to Canadian generally accepted accounting 
principles since appropriations are primarily based on cash flow requirements. 
Consequently, items recognized in the statement of operations and the statement 
of financial position are not necessarily the same as those provided through 
appropriations from Parliament. Note 3 provides a high-level reconciliation 
between the bases of reporting. 
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(b) 


(c) 


(d) 


(e) 


Net Cash Provided by Government - The Courts Administration Service 
operates within the Consolidated Revenue Fund (CRF), which is administered by 
the Receiver General for Canada. All cash received by the department is 
deposited to the CRF and all cash disbursements made by the department are 
paid from the CRF. The net cash provided by Government is the difference 
between all cash receipts and all cash disbursements including transactions 
between departments of the federal government. 


Changes in net position in the Consolidated Revenue Fund is the difference 
between the net cash provided by Government and appropriations used in a year, 
excluding the amount of non-respendable revenue recorded by the department. It 
results from timing differences between when a transaction affects appropriations 
and when it is processed through the CRF. 


Revenues: 


> Revenues consist primarily of filing fees, fines and sales of copies of filed 
documentation, including copies of judgments and/or orders. All such 
revenue is non-respendable, meaning it cannot be spent by the Courts 
Administration Service and is deposited to the CRF. 


> All revenues are accounted for in the period in which the underlying 
transaction or event occurred that gave rise to the revenues. 


> Employment Insurance (El) Account of Canada: At the end of each fiscal 
year, CAS determines the cost associated with the administration of 
employment insurance cases. The total cost allocated by CAS for handling El 
cases are expended against Human Resources and Skills Development 
Canada (HRSDC), the department responsible for the El account. As such, 
HRSDC would show an El expense and the Courts Administration Service 
would show an equivalent, non-respendable revenue item. The purpose of 
this accounting exercise is to more accurately reflect the total cost of running 
the federal government's El program and it is strictly internal to the 
government. 


Expenses — Expenses are recorded on the accrual basis: 


> Vacation pay and compensatory leave are expensed as the benefits accrue to 
employees under their respective terms of employment. 


> Services provided without charge by other government departments for 
accommodation, the employer's contribution to the health and dental 
insurance plans and legal services are recorded as operating expenses at 
their estimated cost. 
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(f) 


(g) 


(h) 


(i) 


Employee Future Benefits 


(i) Pension benefits: Eligible employees participate in the Public Service 
Pension Plan (Pubic Service Superannuation Act), a multi-employer plan 
administered by the Government of Canada. The Courts Administration 
Service’s contributions to the Plan are charged to expenses in the year 
incurred and represent the total departmental obligation to the Plan. 
Current legislation does not require the Courts Administration Service to 
make contributions for any actuarial deficiencies of the Plan. 


(ii) Severance benefits: Employees are entitled to severance benefits 
under labour contracts or conditions of employment. These benefits are 
accrued as employees render the services necessary to earn them. The 
obligation relating to the benefits earned by employee is calculated using 
information derived from the results of the actuarially determined liability 
for employee severance benefits for the Government as a whole. 


Accounts Receivable — These are stated at amounts expected to be ultimately 
realized. A provision is made for receivables where recovery is considered 
uncertain. 


Contingent Liabilities — Contingent liabilities are potential liabilities which may 
become actual liabilities wnen one or more future events occur or fail to occur. To 
the extent that the future event is likely to occur or fail to occur, and a reasonable 
estimate of the loss can be made, an estimated liability is accrued and an 
expense recorded. If the likelihood is not determinable or an amount cannot be 
reasonably estimated, the contingency is disclosed in the notes to the financial 
Statements. 


The Courts Administration Service is not aware of any contingent liabilities as at 
March 31, 2007. 


Foreign Currency Transactions — Transactions involving foreign currencies are 
translated into Canadian dollar equivalents using rates of exchange in effect at the 
time of those transactions. Monetary assets and liabilities denominated in a 
foreign currency are translated using exchange rates in effect on March 31°, 


Page 42 


Courts Administration Service 


Courts Administration Service 
Notes to the Financial Statements (Unaudited) 


(i) 


(k) 


Tangible Capital Assets — All tangible capital assets having an initial cost of 
$5,000 or more are recorded at their acquisition cost. 


Amortization of tangible capital assets is done on a straight-line basis over the 
estimated useful life of the assets as follows: 


Asset Class Amortization period 
Machinery & Equipment 10 years 
Informatics Hardware 3 years 
Informatics Software 4 years 
Furniture & Fixtures 10 years 
Motor Vehicles 10 years 


Measurement Uncertainty — The preparation of these financial statements in 
accordance with Treasury Board accounting policies which are consistent with 
Canadian generally accepted accounting principles for the public sector requires 
management to make estimates and assumptions that affect the reported 
amounts of assets, liabilities, revenues and expenses reported in the financial 
statements. At the time of preparation of these statements, management believes 
the estimates and assumptions to be reasonable. The most significant items 
where estimates are used are contingent liabilities, the liability for employee 
severance benefits and the useful life of tangible capital assets. Actual results 
could significantly differ from those estimated. Management's estimates are 
reviewed periodically and, as adjustments become necessary, they are recorded 
in the financial statements in the year they become known. 
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3. Parliamentary Appropriations 


The Courts Administration Services receives most of its funding through annual 


Parliamentary appropriations. Items recognized in the statement of operations and the 
statement of financial position in one year may be funded through Parliamentary 
appropriations in prior, current or future years. Accordingly, the Courts Administration 
Service has different net results of operations for the year on a government funding basis 
than on an accruals accounting basis. The differences are reconciled in the following 


tables: 


(a) Reconciliation of net cost of operations to current year appropriations used 


2007 
Net Cost of Operations $ 87,076,566 

Adjustments for items affecting net cost of operations 

but not affecting appropriations: 

Variations: Add / (Less) 
Services Provided Without Charge By Other (23,875,847) 
Government Departments 
Amortization of Tangible Capital Assets (266,050) 
Increase in Allowance for Vacation Pay and 
Compensatory Leave (197,836) 
Increase in Allowance for Bad Debt Expenses (405) 
Increase in Employee Severance Benefits Expense (725,166) 
Loss on Disposal of Tangible Capital Assets 0 
Other (119,105) 
Revenues Not Available For Spending 4'488,564 
Gain on Disposal of Tangible Assets eat 
Refunds of Previous Year Expenditures 23,457 
Adjustments of Previous Year's PAYE 45,731 

Adjustments for items not affecting net cost of 

operations but affecting appropriations: 

Variations: Add / (Less) 
Increase/(decrease) in Prepaid Expenses (4,013) 
Acquisition of Tangible Capital Assets 173,763 

Current Year Appropriations Used ~ $ 66,621,410 
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2006 


$ 74,989,036 


(19,572,308) 
(255,666) 


(34,994) 
(14,818) 
(754,431) 


(8,433) 
(38,480) 
4,923,039 
869 
59,251 
18,327 


12,087 
326,083 


_S 59,649,562 
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(b) Appropriations Provided and Used 


Appropriations Provided 


2007 
Vote 30 — Operating expenditures $ 60,977,360 
Statutory amounts 6,069,860 
Less: 
Lapsed appropriations: Operating (425,810) 
Current year appropriations used $ 66,621,410 


(c) Reconciliation of net cash provided by Government to current year 


appropriations used 


Net Cash provided by Government 

Revenues not available for spending 

Change in net position in the Consolidated Revenue 

Fund: 
Decrease in Accounts Receivable & Employee 
Advances 
(Increase)/Decrease in Prepaid Expenses 
Increase/(Decrease) in Accounts Payable & 
Accrued Liabilities 
Increase/(Decrease) in Deposit Accounts 
Other Adjustments 
Sub-Total: Change in net position in the 
Consolidated Revenue Fund 


Current Year Appropriations Used: 


2007 


$ 58,399,979 
4,490,315 


38,900 
9,392 


(1,039,968) 
4,777,127 


(54,335) 
3,731,116 


$ 66,621,410 


2006 


$ 54,716,280 


6,050,693 


(1,117,411) 


$ 59,649,562 


2006 


$ 54,079,110 
4,923,906 


692,324 
(12,087) 


703,100 
(781,960) 
45,169 


646,546 


$ 59,649,562 
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4, Accounts Receivable and Employee Advances 


The following table presents details of accounts receivable and employee advances: 


2007 
Receivables from Other Government Departments $ 3,731,226 
Receivables from External Parties 61,851 
Employee Advances 9,781 
Less: Allowance for Doubtful Accounts on 
External Receivables | (1,031) 
Total $ 3,801,827 
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2006 


$3,792,215 
39,266 
9,872 


(626) 


$ 3,840,727 


Courts Administration Service 


Courts Administration Service 
Notes to the Financial Statements (Unaudited) 


oy Tangible Capital Assets 


Cost 
March 31,2006 Acquisitions Disposals _ March 31, 2007 
Machinery & Equipment $ 656,088 $ 10;313 5 0 $ 666,401 
Informatics Hardware 1,411,091 150,151. 0 1,561,242 
Informatics Software 6,321 0 0 6,321 
Furniture & Fixtures 762,948 13,299 0 776,247 
Motor Vehicles 497,682 0 0 497,682 
Total $ 3,334,130 $ 173,763 $ 0 $ 3,507,893 


Accumulated Amortization 
March 31,2006 Amortization Disposals March 31, 2007 


Machinery & Equipment (390,060) (56,785) $ 0 (446,845) 
Informatics Hardware (1,156,811) (107,765) 0 (1,264,576) 
Informatics Software (4,740) (1,581) 0 (6,321) 
Furniture & Fixtures (433,419) (55,479) 0 (488,898) 
Motor Vehicles (182,788) (44,440) 0 (227,228) 
Total 2,167,818 266,050 0 2,433,868 


Net Book Value 
March 31, 2007 


Machinery & Equipment $ 219,556 
Informatics Hardware 296,666 
Informatics Software - 

Furniture & Fixtures 287,349 
Motor Vehicles 270,454 
Total $ 1,074,025 


Amortization expense for the year ended March 31, 2007 is $266,050 (2005-2006 was 
$255,666). 
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6. Accounts Payable & Accrued Liabilities 
2007 2006 
Other Government Departments C.  A27767 $ 1,014,799 
External Parties: 
Employees 1,354,833 1,306,392 
Others 1,649,801 2,851,178 
Total Accounts Payable & Accrued $ 4,132,401 $ 5,172,369 
Liabilities 
7. Deposit Accounts 


The Courts Administration Service maintains two deposit accounts on behalf of litigants 
before the Court. Pursuant to an order of the Court, the deposit accounts will record 
moneys paid into the Federal Court, Federal Court of Appeal and Tax Court of Canada. 
These amounts are held as payments and eventually released, pending judgment of the 
Courts. The underlying differences of these two accounts are the calculation of interest as 
described below. 


Calculation of Interest: 


Deposit Account for the Federal Court & Federal Court of Appeal: Pursuant to the Order 
in Council P.C. 1970-4/2, the account earns interest semi-annually at a rate that is equal to 
nine-tenths of the monthly average of tender rates or three-month tL ea bills and is 
calculated on the minimum monthly balance. 


Deposit Account for the Tax Court of Canada: Pursuant to the Order in Council P.C. 
1970-300, the account earns interest semi-annually at a rate that is equal to ninety percent 
of the average of the weekly three-month Treasury bills and is calculated on a daily basis. 


2007 2006 
Balance, beginning of the year $ 9,182,818 $ 9,964,778 
Receipts and other credits 7,393,062 5,052,616 
Disbursements and other charges (2,615,935) (5,834,576) 
Balance, end of the year $ 13,959,945 $ 9,182,818 
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8. Employee Benefits 


(a) Pension benefits: The Courts Administration Service’s employees participate in 
the Public Service Pension Plan, which is sponsored and administered by the 
Government of Canada. Pension benefits accrue up to a maximum period of 35 
years at a rate of 2 percent per year of pensionable service, multiplied by the 
average of the best five consecutive years of earnings. The benefits are 
integrated with Canada/Quebec Pension Plans benefits and they are indexed to 
inflation. 


Both the employees and the Courts Administration Service contribute to the cost 
of the Plan. The 2006-2007 expense amounts to $4,466,117 which represents 
approximately 2.2 times the contributions by employees ($4,477,513 in 2005-2006 
at a rate of 2.6 times). 


The Courts Administration Service’s responsibility with regard to the Plan is limited 
to its contributions. Actuarial surpluses or deficiencies are recognized in the - 
financial statements of the Government of Canada, as the Plan’s sponsor. 


(b) Severance benefits: The Courts Administration Service provides severance 
benefits to its employees based on eligibility, years of service and final salary. 
These severance benefits are not pre-funded. Benefits will be paid from future 
appropriations. Information about the severance benefits, measured as at 
March 31, is as follows: 


2007 2006 
Accrued benefit obligation, beginning of year Seer liiace $ 5,756,947 
Expense for the year 1,458,260 1,593,195 
Benefits paid during the year (733,094) (838,764) 


Accrued benefit obligation, end of year $ 7,236,544 $ 6,511,378 
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9, Related party transactions 


The Courts Administration Service is related as a result of common ownership to all 
Government of Canada departments, agencies and Crown Corporations. The Courts 
Administration Service enters into transactions with these entities in the normal course of 
business and on normal trade terms. Also, during the year, the Courts Administration 
Service received services which were obtained without charge from other Government 
departments as presented in part (a). 


(a) 


(b) 


Services Provided Without Charge — During the year the Courts Administration 
Service department received, without charge from other departments, 
accommodations, legal fees, workmen’s compensation and the employer's 
contribution to the health and dental insurance plan. These services provided 
without charge have been recognized in the Courts Administration Service’s 
Statement of Operations as follows: 


2007 2006 
Accommodation provided by Public Works and 
Government Services Canada $ 20,664,880 $ 16,698,488 
Contributions covering employers share of employees’ 
insurance premiums and expenditures paid by Treasury 
Board Secretariat 3,006,267 2,825,587 
Worker’s compensation coverage provided by Human 
Resources Canada 48,713 48 233 
Salary and associated expenditures of legal services 
provided by the Department of Justice Canada 155,987 0 
Total Services Provided Without Charge $ 23,875,847 $ 19,572,308 


The Government has structured some of its administrative activities for efficiency 
and cost-effectiveness purposes so that one department performs these on behalf 
of all without charge. The cost of these services, which include payroll and 
cheque issuance services provided by Public Works and Government Services 
Canada, are not included as an expense in the Courts Administration Service’s 
Statement of Operations. 


Internal Transactions - The Courts Administration Service has made internal 
transactions of $3,075,411 to other government departments in the year ending 
March 31, 2007 and $3,464,082 in the year ending March 31, 2006. Of this 
amount, the Employment Insurance Account Cost Recoveries account for 
$2,761,782 in 2006-2007 and $3,168,060 in 2005-2006 (Note 2(d)). 


Page 50 


Courts Administration Service 


Table 9: Internal Audits and Evaluations 


Response to Parliamentary Committees 


Not applicable 


Response to the Auditor General of Canada, including to the 
Commissioner of the Environment and Sustainable Development (CESD 


Not applicable 


External Audits (Note: These refer to other external audits conducted by 
the Public Service Commission of Canada or the Office of the 
Commissioner of Official Languages.) 


Not applicable 


Internal Audits or Evaluations 
Human Resources Management Audit 2003 to 2005 
http://publiservice.tbs-sct.gc.ca/rma/database/newdeptview e.asp?id=126 


Table 10: Travel Policies 


The Courts Administration Service follows and uses Treasury Board Secretariat's 
travel policies parameters. 


Supplementary information on Travel Policies can be found at 
http ://www.tbs-sct.qc.ca/rma/dpr3/06-07/index_e.asp. 
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SECTION IV - OTHER ITEMS OF INTEREST 
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Corporate Services 


Corporate Services provides services such as finance, human resources, 
information technology, information management, telecommunications, facilities, 
translation, general administration and security to the Courts and to the Service 
itself. 


Significant Financial Issues in 2006-2007 


The Service was able to temporarily stabilize some of its program integrity 
funding for fiscal years 2006-07 and 2007-08; however, the Service has not been 
able to secure permanent funding for these critical policy issues. These 
expenditures relate to salaries and travel expenses of prothonotaries, new 
deputy judges’ expenses, including their fees and travel expenses, and certain 
new key positions that were required as a result of the Service’s merger. 


The Service did receive separate funding for the completion of the Toronto 
Federal Judicial Centre (FJC), and this project was completed under budget. 
This type of financial arrangement and support is recommended for future 
projects. It should be noted that the Service realized sizable savings by recycling 
a significant amount of furniture and other materials. Consequently, the Service 
requested, and the Treasury Board Secretariat approved, use of those savings 
from the FJC to fit-up expansion space at Pink Road for greater archiving 
capacity for the Courts’ records. 


Human Resources / People Capacity 


With the arrival of a new Learning Advisor in 2006-2007, a project to develop 
personal learning plans for all employees was delayed because of the 
implementation of the Required Training initiatives. This demanded a large 
portion of the Learning Advisor's time as it applied to supervisors, managers, and 
executives, functional specialists and first-time public servants. 


In line with the Public Service Modernization Act (PSMA), the Human Resources 
Branch prepared a Treasury Board submission to obtain additional funding to 
continue to develop new staffing policies, guidelines, processes and tools to 
assist managers who will be receiving staffing sub-delegation. Additional 
resources are needed to assist managers to develop human resources plans in 
line with their business plans, to determine their current and future needs. 


With respect to our succession planning initiative, we have identified immediate 
issues that we need to tackle such as competency profiles and rejuvenation of 
in-house developmental programs. | 


Records Management 


Within the past year, information management/records management (IM/RM) 
division was combined with the IT division to create the IM/IT Branch. The 
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purpose of this strategic reorganization was to better manage information within 
the Service and to utilize technology as a tool. 


An important undertaking in the records management section was to centralize 
all court document archives (dormant and semi-dormant records). All the records 
stored in two locations were combined and moved to a facility located in Aylmer, 
Quebec. This move made it possible to track all court documents more easily 
and accurately. This undertaking represented a move of close to 70,000 boxes of 
records plus 120 bins of exhibits which then had to be classified and indexed to 
simplify tracking. Some records dated as far back as the early 19"" century. 


To ensure efficiency, this initiative had to be supported by certain retention and 
disposal best practices that are now being put together and should ensure 
growth and sufficient storage space for 5-10 years. 


We are in discussion with Library and Archives Canada to finalize a 
memorandum of understanding which would have them take over close to 
2,000 boxes from the Exchequer Court. The purpose of this agreement is to 
provide for the transfer of that portion of the records of the Exchequer Court 
having archival and historical value to the custody and control of the National 
Archives of Canada in order that Canadian citizens may have convenient and 
continuous access to them. This transfer will allow for a complete and orderly 
disposal of all records of the Exchequer Court. 


Following recommendations from the records management committee, a 
customized in-house list of procedures has and continues to be put together to 
guide employees in regard to the retention and disposal of administrative 
records. These standards are based on the Multi-Institutional Disposition 
Authority (MIDA) agreement and are customized for each business line in the 
organization. 


Government On-Line 


There have been more than 350 e-filings received for intellectual property cases. 
Based on this success, the Service will expand the e-filing solution to admiralty 
cases and immigration leave applications. The Service also implemented the 
required security to allow for e-filing system of certain income tax and GST 
certificates with the Federal Court. The Service is having ongoing discussions 
with the Canada Revenue Agency (CRA) about providing this service. 


The Service also enhanced its website and continues to comply with Common 
Look and Feel and the Proactive Disclosures. 


New workstations have been prepared to be deployed at the public counters 
across the country. New features such as viewing the hearing list, accessing the 
decision database and indexing information will be accessible to the public via 
these computers. 
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Strategic Integrated Management 


This past fiscal year was marked by significant organizational change, with 
Regional Operations and Registry Services united under one branch. In addition, 
all corporate services activities were merged together. This new structure, 
consistent with our Program Activity Architecture, will allow for improved 
accountability and more efficient integrated resource planning. 


After the review of our Program Activity Architecture, we began the initial work on 
the development of our Performance Management Framework to be completed 
in 2007-2008. 


Security Services 


The Service continues to maintain its commitment and efforts to improving the 
security of judges, prothonotaries, staff and members of the public using its 
facilities and to ensure the protection of assets and information. 


Furthermore, in order to comply with the Government Security Policy, the 
Service is continuing with the implementation of electronic access control 
systems in its offices. 


The Security Services Division in consultation with the various working groups 
continues to develop several policies and procedures relating to the protection of 
employees, assets and information. 


The Service continues to develop its program aimed at heightening security 
awareness throughout the organization. Some of the activities this year included 
the production of a brochure entitled “Emergency Procedures and Safeguards” 
as well as several activities during Security Awareness Week. 


The Service developed its Business Continuity Planning (BCP) Program to 
ensure the continued availability of essential services, programs and operations, 
in the event of interruptions caused by unforeseen events such as extended 
power failures, severe weather conditions, etc. The Program includes a BCP 
Policy, Business Impact Analysis which identifies our critical services and 
establishes priorities, BCP Plans for each sector and region, and a Pandemic 
Annex for the organization. Testing and validation of the Plans will start with a 


Tabletop Exercise which is planned for early in 2007-08 and will be updated on a 
regular basis. | 


Facilities Management 


The accommodation space optimization projects review continues to focus on all 
facilities. The Toronto Federal Judicial Centre Project was part of that program 
and is now completed. The drafting of Judicial/Quasi-judicial Fit-up Standards 


has been undertaken, including a review of court standards, which is still at the 
development stage. 
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Offices of the Courts Administration Service 


NATIONAL CAPITAL REGION OFFICES 


Courts Administration Service 
PRINCIPAL OFFICE — OTTAWA 
434 Queen Street 
Ottawa, Ontario 
K1A 0H9 


http://www.cas-satj.gc.ca 


Lorne Building 
90 Elgin Street 
Ottawa, Ontario K1A 0H9 


Registry of the Federal Court of Appeal and 
the Court Martial Appeal Court of Canada 


Telephone: (613) 996-6795 
Facsimile: (613) 952-7226 


Registry of the Federal Court 
Telephone: (613) 992-4238 
(613) 995-9177 (Immigration) 


Facsimile: (613) 952-3653 


Thomas D’Arcy McGee Building 
90 Sparks Street 
Ottawa, Ontario K1A 0H9 


Federal Court of Appeal, Federal Court and 
Court Martial Appeal Court of Canada, 
courtrooms and judges’ chambers 
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Centennial Towers 
200 Kent Street 
Ottawa, Ontario K1A 0H9 


Registry of the Tax Court of Canada 
Telephone: (613) 992-0901 

or 1-800-927-5499 
Facsimile: (613) 957-9034 

Taye (613) 943-0946 


Tax Court of Canada, courtroom and judges’ 
chambers 


434 Queen Street 
Ottawa, Ontario K1A 0H9 


Corporate Services for the 
Courts Administration Service 
Telephone: (613) 996-4778 
Facsimile: (613) 941-6197 
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LOCAL OFFICES 


- Federal Court of Appeal 
- Federal Court 


- Court Martial Appeal Court of Canada 


- Tax Gourt of Canada 


ALBERTA — Calgary 
3rd Floor, 635 Eight Avenue S.W., 
P.O. Box 14 T2P 3M3 


Telephone: © FCA/CMAC (403) 292-5555 
FC (403) 292-5920 
TCC (403) 292-5556 
Facsimile: (403) 292-5329 
Ta: (403) 292-5879 


BRITISH COLUMBIA — Vancouver 
Pacific Centre, P.O. Box 10065 
701 West Georgia Street V7Y 1B6 


Telephone: FCA/CMAC_ (604) 666-2055 
FC (604) 666-3232 
Facsimile: (604) 666-8181 
TY: (604) 666-9228 
TCC (604) 666-7987 
Facsimile: (604) 666-7967 


NEW BRUNSWICK — Fredericton 
Suite 100, 82 Westmorland Street E3B 3L3 


Telephone: FCA/CMAC_ (506) 452-2036 
FC (506) 452-3016 
TCC (506) 452-2424 
Facsimile: (506) 452-3584 
ey: (506) 452-3036 


ONTARIO — Toronto ; 

1 — Registry of the Federal Court of Appeal, 
the Federal Court, the Court Martial Appeal 
Court of Canada and the Tax Court of 
Canada 

180 Queen Street West, Suite 200 M5V 3L6 


ALBERTA — Edmonton 
Scotia Place, Tower 1, Suite 530, 


P-Ol Box 51 

10060 Jasper Avenue T5J 3R8 

Telephone: FCA/CMAC (780) 495-2502 
FC (780) 495-4651 
TCC (780) 495-2513 

Facsimile: (780) 495-4681 

Ne (780) 495-2428 


MANITOBA — Winnipeg 
4th Floor, 363 Broadway Street R3C 3N9 


Telephone: FCA/CMAC (204) 983-2232 
FC (204) 983-2509 
TCC (204) 983-1785 
Facsimile: (204) 983-7636 
Pie (204) 984-4440 


NOVA SCOTIA — Halifax 
Suite 1720, 1801 Hollis Street B3JU 3N4 


Telephone: FCA/CMAC (902) 426-5326 
FC (902) 426-3282 
TCC (902) 426-5372 
Facsimile: (902) 426-5514 
lar ie (902) 426-9776 


2 — Registry of the Tax Court of Canada 
(London) 

3rd Floor, 231 Dundas Street N6A 1H1 
Telephone: (519) 645-4203 
1-800-927-5499 
(519) 675-3391 


Telephone: FCA (416) 952-8006 =~ Facsimile: 
Facsimile: FCA (416) 973-2154 
Telephone: FC (416) 973-3356 
Facsimile: FC (416) 954-5068 
Telephone: CMAC (416) 954-9823 
Facsimile: CMAC (416) 973-2154 
5 i & (416) 954-4245 
Telephone: TCC (416) 973-9181 

TCC 1-800-927-5499 
Facsimile: TCC (416) 973-5944 
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QUEBEC — Montréal 

Registry of the Federal Court of Appeal, the 
Federal Court, the Court Martial Appeal Court 
of Canada and the Tax Court of Canada 


30 McGill Street H2Y 327 


Telephone: FCA/CMAC (514) 283-5200 
FC (514) 283-4820 
TCC (514) 283-9912 


1-800-927-5499 
514) 283-6004 
(514) 496-1996 
(514) 283-3017 


or 
Facsimile: FCA/CMAC/FC 
TSC 


1am & FCA/CMAC/FC 


QUEBEC — Québec 
Palais de Justice, Room 500A 
300 Jean Lesage Blvd. G1K 8K6 


Telephone: FCA/CMAC (418) 648-4964 
FC (418) 648-4920 
TCC (418) 648-7324 
Facsimile: (418) 648-4051 
THY: (418) 648-4644 


OFFICES STAFFED BY PROVINCIAL AND/OR TERRITORIAL 


COURT EMPLOYEES 


NEW BRUNSWICK — Saint John 

Room 413, 110 Charlotte Street E2L 2J4 
Telephone: (506) 636-4990 
Facsimile: (506) 658-3070 


NORTHWEST TERRITORIES — Yellowknife 
The Court House, P.O. Box 1320 

4905, 49th Street X1A 2L9 
Telephone: 

Facsimile: 


(867) 873-2044 
(867) 873-0291 


PRINCE EDWARD ISLAND — Charlottetown 
Sir Henry Louis Davies Law Courts 

P.O. Box 2000, 42 Water Street C1A 8B9 
Telephone: (902) 368-0179 
Facsimile: (902) 368-0266 


SASKATCHEWAN — Regina 

The Court House 

2425 Victoria Avenue S4P 3V7 

Telephone: (306) 780-5268 
Facsimile: (306) 787-7217 


Section lV — Other Items of Interest 


NEWFOUNDLAND — St. John’s 
The Court House, P.O. Box 937, 
Duckworth Street A1C 5M3 
Telephone: 

Facsimile: 


(709) 772-2884 
(709) 772-6351 


NUNAVUT — Iqaluit 
Nunavut Court of Justice 
Justice Building (Building #510) 
P.O. Box 297 X0A OHO 
Telephone: 

Facsimile: 


(867) 975-6100 
(867) 975-6550 


SASKATCHEWAN — Saskatoon 

The Court House 

520 Spadina Crescent East S7K 2H6 
Telephone: (306) 975-4509 
Facsimile: (306) 975-4818 


YUKON TERRITORY — Whitehorse 
Andrew A. Phillipsen Law Centre 
2134 Second Avenue Y1A 5H6 

P.O. Box 2703, Y1A 2C6 
Telephone: 


Facsimile: 


(867) 667-5441 
(867) 393-6212 
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For the period ending 
March 31, 2007 


Canada 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I — The Government Expense Plan provides an overview of federal spending and summarizes the key 
elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 
concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


1) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and II of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 
pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 
Schedules I, I.1 and II of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required 
to enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 
the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 
can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 
achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for 
the allocation and management of public funds. 


©Her Majesty the Queen in Right of Canada, represented 
by the Minister of Public Works and Government Services, 2007. 


This document is available in multiple formats upon request. 
This document is available on the TBS Web site at the following address: www.tbs-sct.ge.ca. 


Available through your local bookseller or by mail from 
Publishing and Depository Services 

Public Works and Government Services Canada 

Ottawa (Ontario) KIA OSS 


Telephone: 613-941-5995 
Orders Only: 1-800-635-7943 (Canada and U.S.A. ) 


Fax: 613-954-5779 or 1-800-565-7757 (Canada and U.S.A. ) 
Internet: http://publications.ge.ca 


Catalogue No.: BT31-4/37-2007 
ISBN 978-0-660-63448-7 


Departmental Performance Reports 2006—2007 


Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2006-2007 
Estimates available at http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index e.asp). These principles 
are the conceptual foundation upon which the reports are prepared and they are consistent with 
current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans and expected 
results. It focuses on results by reporting not only the activities and outputs achieved, but also the 
progress made towards achieving outcomes - the enduring benefits for Canadians and Canadian 
society. It sets performance in context, associates performance with plans and expected results 
(explaining any changes), and discusses the key risks and challenges that affected organizational 
performance. An effective performance report has strong linkages between resources and results 
to show what was achieved through the sound stewardship of public funds. It also reports on 
results realised in partnership with other governmental and non-governmental organisations. 
Finally, the report is credible because it uses objective, evidenced-based information to 
substantiate the performance reported. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2006-07, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2006-07 serves as a guide to the 90 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the relevant Departmental Performance Reports, which contain 
additional information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1A OR5 
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Section |: Overview 


Minister's Message 


The Department of Finance Canada plays a leadership role 
in helping the government create a strong and sustainable 
economic environment, resulting in increasing standards of 
living and improved quality of life for Canadians. Sound 
fiscal management and a sustainable and productive 
economy are keys to Canada being able to draw maximum 
benefit from opportunities to enhance the health and social 
well-being of all Canadians. 


Canadians have every reason to be proud of our country’s 
economic performance. We are experiencing the 
second-longest period of economic expansion in our history. 
Core inflation is within our target range of 1 to 3 per cent. 
Our unemployment rate is at its lowest level in 30 years, 
with more Canadians working than ever before. We are on 
the best fiscal footing of any country in the G7. 


The Honourable James M. Flaherty 


Our fundamentals are solid, but we cannot afford to be 

complacent. We need to become more innovative and 

competitive than ever before. We need to create a climate for even greater growth and prosperity 
in the years to come. 


Canada’s New Government is doing just that, and many of its key initiatives to address the 
priorities of Canadians are being spearheaded by the Department of Finance Canada. 

Budget 2006 delivered on many of the key priorities and commitments outlined in the Speech 
from the Throne, including reducing the goods and services tax and lowering personal income 
taxes for all taxpayers. 


In November 2006, we introduced Advantage Canada, our long-term economic plan that will 
strengthen Canada’s future and improve the quality of life for all Canadians. 


Building on this plan, Budget 2007 marked a significant step forward. It strengthens the 
federation by restoring much-needed fiscal balance. It means tax relief for families and 
businesses, and predictable, long-term funding for post-secondary education, social assistance, 

~ and social services. Budget 2007 also includes leadership measures for reducing our federal debt 
and delivering support for clean air and climate change projects. 


Strengthened by the achievements highlighted in this annual performance report, the Department 
of Finance Canada will continue to focus on key economic and social policies that will further 
improve the standard of living and quality of life enjoyed by Canadians, their families, and their 
communities in the years to come. 
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Management Representation Statement 


I submit for tabling in Parliament the 2006-07 Departmental Performance Report for the 
Department of Finance Canada. 


This document has been prepared based on the reporting principles contained in the Guide to the 
Preparation of Part III of the 2006-2007 Estimates: Reports on Plans and Priorities and 
Departmental Performance Reports. 


e It adheres to the specific reporting requirements outlined in the Treasury Board of Canada 
Secretariat guidance. 


e Itis based on the Department’s Strategic Outcome and Program Activity Architecture 
structure that were approved by the Treasury Board. 


e It presents consistent, comprehensive, balanced, and reliable information. 


e It provides a basis of accountability for the results achieved with the resources and authorities 
entrusted to it. 


e Itreports finances based on approved numbers from the Estimates and the Public Accounts 
of Canada. 


ie S ae 5 (8 ISS 
Rob Wright 
Deputy Minister 
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List of Abbreviations 


The following abbreviations are used in this report: 


GDP 
GEF 
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Anti-money laundering 

Asia—Pacific Economic Council 

Asia-Pacific Group on Money Laundering 

Aircraft Sector Understanding 

Anti-terrorist financing 

Air Travellers’ Security Charge 

Capital cost allowance 

Canada Deposit Insurance Corporation 

Canada Health Transfer 

Canada Health and Social Transfer 

Canadian International Trade Tribunal 

Canada Lands Company 

Canada Premium Bond 

Consumer Price Index 

Canada Pension Plan 

Canada Pension Plan Investment Board 
Consolidated Revenue Fund 

Canada Savings Bonds 

Canada Social Transfer 

Disability tax credit 

European Bank for Reconstruction and Development 
Export Development Canada 

Extractive Industries Transparency Initiative 
European Union 

Financial Action Task Force on Money Laundering 
Foreign Investment Protection and Promotion Agreements 
First Nations GST Agreements 

Foreign property rule 

Financial Sector Assessment Program 

Free Trade Agreement 

Group of seven leading industrialized countries 
G7 nations plus Russia 

G7 nations plus Belgium, the Netherlands, Sweden, and Switzerland 
The members of the G20 are the finance ministers and central bank governors of 
19 countries, plus the European Union 

Gross Domestic Product 

Global Environment Facility 

Goods and Services Tax / Harmonized Sales Tax 
International Assistance Envelope 

International Development Association 
International Financial Institution 

Integrated Market Enforcement Team 
International Monetary Fund 

Manufacturing and processing sector 

Medical expense tax credit 

Multilateral Debt Relief Initiative 

Memorandum of understanding 
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NAFTA North American Free Trade Agreement 

NASTC North American Steel Trade Committee 

NICML National Initiative to Combat Money Laundering 
NRTEE National Round Table on the Environment and the Economy 
OECD Organisation for Economic Co-operation and Development 
OSFI Office of the Superintendent of Financial RENAE OLS 
PAA Program Activity Architecture 

PRGF Poverty Reduction and Growth Facility 

R&D Research and Development 

RCM Royal Canadian Mint 

RDP Retail Debt Program 

RTA Reciprocal taxation agreement 

S&T Science and technology 

SDR Special Drawing Right 

SDS Sustainable Development Strategy 

SEA Strategic environmental assessment 

SFT Speech from the Throne 

re Security and Prosperity Partnership 

SR&ED Scientific Research and Experimental Development 
TCA Tax Collection Agreement 

TRE Territorial Formula Financing 

WITB Working Income Tax Benefit 

WTO World Trade Organization 
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Summary Information 


Department’s reason for existence 


The goal of the Department of Finance Canada is to foster a strong economy, resulting in higher 
standards of living and an improved quality of life for all Canadians. 


Financial Resources ($ thousands) 


$73,952,320 $74,101,307 $73,875,346 


Human Resources (Full-time Equivalents—FTEs) 


Summary of Performance in Relation to the Departmental Strategic 
Outcome, Program Activities, Results, and Priorities 


The following table provides an overview of the Department’s strategic outcome, a listing of its 
ongoing priorities, and the associated financial resources for the 2006-07 fiscal year. 


Financial resources 
($ thousands) 


Priority 4: Effective International Presence 1,020,143 
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The following table provides a list of the program activities of the Department, with their 
expected results and performance status. Performance status was measured using the following 
four categories: Exceeded expectations; Successfully met expectations; On track to meet 
expectations; and Not yet met expectations. Additionally, the table demonstrates the relation of 
each program activity and its expected results to the various departmental priorities. Finally, we 
have linked the expected results of each program activity to financial resources. 


Financial resources 


($ thousands) 
Competitive, efficient, and fair 
personal, corporate, sales, and Successfully met 


excise tax systems expectations 25,899 25,405 
Improved coordination of the federal 

tax system with those of provinces, 

Aboriginal governments, and other Successfully met 

countries expectations F72 830113 3,915 3,618 


Successfully met 
ges 1,928 1,782 


expectations 
31,742 30,805 


High-quality research and evaluation 


On track to meet 
expectations 


Transparent fiscal planning and 
sustainable fiscal policy 


Effective monitoring and forecasting 
of economic performance 


Successfully met 
expectations 


Effective briefing and advice on a 
wide range of economic questions 


Successfully met 
expectations 


Understanding of and contribution to 
international economic policies and 
reforms 


Successfully met 
expectations 


Stable low-cost financing for the 
Government of Canada 


Successfully met 
expectations 


A well-functioning market in 


Successfully met 
Government of Canada securities 


expectations 


Effective management of Canada’s 


ctv Successfully met 
Official international reserves 


expectations 


A sound borrowing framework for 


Successfully met 
Crown entities 


expectations 


A supply of coinage at a reasonable 


Successfully met 
cost 


expectations 
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Financial resources 
($ thousands) 


A regulatory framework that promotes 
the soundness, efficiency, and 
competitiveness of Canada’s financial 
sector and serves the needs of 
individuals, business, and the 
economy 


Successfully met 
expectations 


A sound legislative and regulatory 
framework for federally regulated 
defined benefit pension plans 


Successfully met 
expectations 


Effective framework for investment of 
CPP funds 


* Expenditures are recovered from 
Human Resources and Social 
Development Canada 


Successfully met 
expectations 


Successfully met 
expectations / 
On track to meet 
expectations 


A world-class anti-money laundering 
(AML) and anti-terrorist financing 
(ATF) framework 


Effective support for Canada’s 
presidency of the Financial Action 
Task Force 


Successfully met 
expectations 


Other: Advances pursuant to 
subsection 13(1) of the Financial 

Consumer Agency of Canada Act—A 
world-class AML and ATF framework 


A thorough assessment of operating 

and capital funding related to 

economic development and policy Successfully met 

proposals expectations 1 2,402 2,340 
Sound advice to the Minister on Successfully met 

economic proposals expectations 2 2,402 2,340 
Enhanced productivity and economic 
growth through other governmental | Successfully met 
initiatives expectations a 2,882 2,807 


Improved awareness of the 
2 320 312 


requirements and departmental 
8,006 7,799 


Not applicable 


Successfully met 
expectations 


process for conducting strategic 
environmental assessments 
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Financial resources 
($ thousands) 


Total 17, ae 4487 497 


4,095 3,712 


Beer 237 ee 309 


45.997 997 


34,289,955 | 34,020,772 


Implementation of new formula for 
Equalization and Territorial Financing | Successfully met 
Formula expectations 


Determination of the most 
appropriate arrangements for 

post-secondary education and 
training 


Successfully met 
expectations 


Successfully met 
expectations 


Effective implementation of 
government social policy priorities 


Stronger international trading system | Successfully met 
and more open markets expectations 


Policy positions and proposals that 
improve prospects for global 

economic and financial stability and 
better financial governance 


Successfully met 
expectations 


BS 


Effective international initiatives to 
strengthen developing economies 


Successfully met 
expectations 


Stable low-cost financing for the Successfully met 
Government of Canada expectations 1 
A well-functioning market in 

Government of Canada securities* 

* Expenditures are reported under the 

Financial Sector Policy program Successfully met 

activity expectations 1 


On track to meet 
expectations 


A cost-effective retail debt program 


rece 045 87, aoe 


-34:396,000_ 395; 000 24,109,604 108, 504 


A supply of coinage at a reasonable 


Successfully met 
cost 


expectations 


—_ 


83,100 135,602 


Total 83,100 
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Financial resources 
($ thousands) 


38,631,828 | 38,441,221 


38,631,828 | 38,441,221 


Financial support for Canadian 
provinces and territories to assist 
them in providing public services, 
universally accessible health care 
services, post-secondary education, 
and social assistance 


Successfully met 
expectations 


Payments to international 
organizations and Canadian creditors 
consistent with the government’s 

commitments 


Successfully met 
expectations 


4 733,340 | 1,006,072 


733,340 | 1,006,072 
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Overall Departmental Performance—Departmental Priorities 


Introduction 

At the heart of its role in developing sound economic and fiscal policy for the government, the 
Department’s plan of action for 2006-07 was guided by four key priorities: ensuring sound fiscal 
management; fostering sustainable economic growth; strengthening a sound social policy 
framework; and maintaining an effective international presence. 


Sound Fiscal Management 


A strong economy requires sensible, strong financial management and leadership. Canada’s solid 
macroeconomic framework, which includes transparent fiscal management, underpins healthy 
economic growth and helps ensure the sustainability of our social safety net. A sound fiscal 
structure also includes a competitive, efficient, and fair tax system to promote economic growth, 
create jobs, and increase living standards in a fiscally sustainable manner. 


These strengths have placed Canadians in a good position to capitalize on both domestic and 
global economic opportunities. This has allowed the government to reduce the public debt 
burden and, in turn, invest in important economic and social priorities, while also delivering 
significant tax relief to all Canadians. 


The 2006 Speech from the Throne outlined plans to help working Canadians and their families 
by reducing the tax burden on all Canadians. More specifically, the Speech called for a reduction 
in the goods and services tax (GST) by one per cent and a lowering of taxes for the benefit of 
Canadians and the Canadian economy. In 2006-07, the Department of Finance Canada acted on 
these commitments by lowering the GST by one per cent and by announcing a number of tax 
reductions in Budget 2006 and in Budget 2007. 


One of the Department’s most significant achievements during 2006-07 was the development of 
Advantage Canada, a long-term, national economic plan. Designed to make Canada a true world 
economic leader, Advantage Canada is based on several core principles: 

— focussing government on what it does best; 

— creating new opportunities and choices for people to excel; 

— investing for sustainable growth; and 

— freeing businesses to grow and succeed. 


Advantage Canada is focussed on creating five Canadian advantages that will help us improve 
our quality of life and succeed on the world stage. 


Tax Advantage 


e Canada’s Tax Advantage will reduce taxes for all Canadians and establish the lowest tax 
rate on new business investment in the G7. 
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Fiscal Advantage 


e Canada’s Fiscal Advantage will eliminate Canada’s total government net debt in less than 
a generation, creating a strong foundation on which to build sustainable prosperity. 


Entrepreneurial Advantage 


e Canada’s Entrepreneurial Advantage will reduce unnecessary regulation and red tape and 
lower taxes to unlock business investment. By building a more competitive business 
environment, consumers will get goods at lower prices and Canadian businesses will be 
better equipped for global success. 


Knowledge Advantage 


e Canada’s Knowledge Advantage will create the best-educated, most-skilled and most 
flexible workforce in the world. 


Infrastructure Advantage 


e Canada’s Infrastructure Advantage will create modern, world-class infrastructure to 
ensure the seamless flow of people, goods and services across our roads and bridges, 
through our ports and gateways, and via our public transit. 


As debt servicing is currently the largest spending program of the federal government, the 
prudent and effective management of the government’s debt continues to be an important 
element of the Department’s strategy for sound fiscal management. 


The focus for 2006-07 was on reviewing and evaluating the effectiveness of debt management 
and treasury management frameworks and programs. 


Sustainable Economic Growth 


Ensuring the competitiveness, efficiency, safety, and soundness of Canada’s financial sector and 
ensuring that domestic financial markets function well are necessary conditions for achieving 
sustainable growth in the Canadian economy. During 2006—07, the Department focussed on 
completing the review of the financial institutions statutes, implementing regulations associated 
with the new corporate governance legislation for financial institutions, preparing for a planned 
Financial Sector Assessment Program update by the International Monetary Fund (IMF), and 
contributing to an enhanced system of securities regulations in Canada. 


The Department also plays a key role in the North American Security and Prosperity Partnership 
initiative in terms of overall budgetary considerations, as well as from a policy perspective. 

The Department implemented more liberal rules of origin covering more than U.S.$35 billion in 
total trilateral trade, which will improve the competitiveness of Canadian industries by reducing 
transaction costs and facilitating cross-border movement. 


In November 2006, the government and the Bank of Canada announced the renewal of Canada’s 
inflation control target. Under the renewed agreement, the inflation target will continue to be the 
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2 per cent mid-point of the 1 to 3 per cent inflation control range, defined in terms of the 
|2-month rate of change in the total Consumer Price Index. The agreement will run for a 
five-year period, ending December 31, 2011. Canada’s policy of low and stable inflation has 
contributed to the country’s macroeconomic advantage by maintaining interest rates at 
historically low levels. 


Over the course of 2006-07, the Department worked with Industry Canada and other 
departments to implement the commitments made in Advantage Canada to create the Knowledge 
Advantage and the Entrepreneurial Advantage. The Department made important contributions to 
the development of a new comprehensive science and technology strategy, Mobilizing Science 
and Technology to Canada’s Advantage, released in the spring of 2007. The strategy is a 
forward-looking framework that aims to generate science and technology leadership for Canada, 
based on strong public- and private-sector commitments to research excellence. 


The Department also worked to advance a number of initiatives aimed at improving the business 
environment and stimulating private-sector investment and innovation. In particular, the 
Department worked with other departments and agencies to implement the commitments set out 
in Advantage Canada to advance regulatory reform by making government regulations more 
efficient, timely, and cost-effective, while continuing to protect the health and safety of 
Canadians. 


The Department’s work also led to the inclusion in Budget 2007 of funding to support 
streamlining the review of large natural resources projects. In addition, the Department 
collaborated with other federal departments and provincial ministries of Finance to help 
strengthen the economic union, with a focus on harmonizing tax and securities regulations, and 
enhancing internal trade and labour mobility across Canada. 


The Department also contributed to the implementation of commitments to create a cleaner, 
healthier environment through policy and economic analysis in support of the government’s 
ecoAction plan and the development of the Regulatory Framework for Air Emissions. It also 


assisted with the development of environmental initiatives for consideration in the context of 
Budget 2007. 


The Department continues to explore ways to promote economic growth and productivity, 
including through additional investments in modern and efficient infrastructure. Reflecting 
consultations with provinces, territories, and other stakeholders, Budget 2007 introduced a new 
set of infrastructure programs for large-scale projects such as public transit and segments of the 


national highway system. In addition, funds have been provided to support new investments in 
gateways and border crossings. 


Sound Social Policy Framework 


The Department contributes, through its analysis and advice, to the government’s efforts to meet 
its objectives regarding the quality of Canada’s communities, health care, education, and social 
safety net, as well as efforts to enhance the equality of opportunity for all citizens. 
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The Department administers transfer programs to provinces and territories in support of this 
priority. In 2006-07, the government committed to renew and strengthen fiscal arrangements, 
including those that support the Sound Social Policy Framework. This includes the government’s 
commitment in the 2006 budget to restore fiscal balance. It committed to consulting with 
provinces and territories, as well as central agencies, government departments, and external 
stakeholders to ensure timely decisions with respect to, and implementation of, renewed and 
strengthened transfers to provinces and territories. 


As a result, Budget 2007 strengthened the Canada Social Transfer (CST) and the support 
provided for a range of social programs. The CST is to be extended to 2013-14 and will provide 
the provinces and territories with increased, stable, and predictable support. Increased funding 
includes new investments of $687 million to support the move to equal per capita cash, increased 
funding of $250 million annually for child care, and an additional $800 million per year for 
post-secondary education. The CST will be set to grow at 3 per cent annually, effective in 
2009-10. Moving both the Canada Health Transfer (CHT) and the CST to equal per capita cash 
support will ensure comparable treatment for all Canadians under these important transfers. In 
addition, funding is being provided to ensure that no province or territory experiences a decline 
in CHT/CST cash relative to what the jurisdiction would have received in 2007-08 prior to these 
changes. The budget also proposes to provide additional funding of $500 million annually for 
labour market training, beginning in 2008-09. 


Budget 2007 also renewed and strengthened the Equalization and Territorial Formula 

Financing (TFF) programs, based on consultations with provinces and territories, the public, 
academics, and other stakeholders, as well as the advice received from the Expert Panel on 
Equalization and Territorial Formula Financing (the O’Brien report). The main elements of the 
renewed Equalization program include a higher Equalization standard, a new approach to the 
treatment of natural resources, a fiscal capacity cap, a simplified measurement of fiscal capacity, 
stable and predictable payments, and fulfillment of the commitments to exclude non-renewable 
resource revenues and respect the offshore accords. The main elements of the proposed 

TFF program include a separate gap-filling formula for each territory, a simplified measurement 
of territorial revenues, improved incentives for territories to develop their economies and 
increase their own-source revenues, and a simplified estimate and payment system to increase 
predictability. | 


The Department was also instrumental in a review of legislation for financial institutions, 
developing policies and agreements related to the New Deal for Cities and Communities, and 
working with central agencies and key line departments in support of regulatory reform 
initiatives that promote productivity and economic growth. 


Effective International Presence 

In representing Canada in a wide range of international economic organizations, the Department 
contributes to policies and measures to increase global economic growth, promote global 
financial stability, encourage policies to reduce poverty in developing countries, and advance 
international standards to prevent abuses of the international financial system, including terrorist 
financing. 
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The Department played a key role in promoting a strong multilateral system of global economic 
and financial governance over the past year—most importantly supporting the Minister’s 
participation in the G7, G8, and G20 processes. The Department also played a lead role in 
managing the country’s activities related to international and financial organizations, such as the 
IMF, the World Bank, the European Bank for Reconstruction and Development, the Financial 
Stability Forum, and the Financial Action Task Force on Money Laundering, of which Canada 
served as president during the past year. 


In 2006—07, the Department: 


e provided leadership on the IMF’s reform agenda, including the IMF quota reform, which will 
help ensure that the IMF remains a relevant, effective, and representative institution; 


e organized and hosted an important G20 seminar to develop key policy options on issues such 
as the impact of high resource prices on the macroeconomic outlook, the importance of 
well-functioning energy and resource markets, and the need for effective management of 
resource endowments; 


e promoted an initiative to achieve mutual recognition of securities market regulatory 
frameworks throughout the G7 to provide greater choice to investors and allow stock 
exchanges to broaden their customer base; and 


e provided support to the Extractive Industries Transparency Initiative, making oil, gas, and 
mining activities more transparent by publicizing payments and revenues. 


Department of Finance Canada officials worked with other government departments to develop a 
new approach to international trade policy to enhance Canadian business participation in global 
market opportunities. Budget 2007 announced the Global Commerce Strategy to support an 
expansion of our bilateral trade network, strengthening our competitive position in the 

U.S. market and extending Canada’s reach to new markets. 


Conclusion 


The strategic outcome for the Department of Finance Canada is the creation of a fiscal, 
economic, social, and global advantage for Canada by providing appropriate policies and sound 
advice with respect to economic, social, and financial conditions and the government’s overall 
agenda. The Department continues to work to maintain a balanced approach that will ensure a 
sustainable fiscal structure and encourage a more productive, competitive, and dynamic Canada 
while, at the same time, supporting and sustaining Canadian society. 


In spite of many challenges during the 2006-07 fiscal year, the Department continued to make 
significant progress on its ongoing commitment to foster a strong economy and generate a higher 
standard of living and an improved quality of life for all Canadians. 


This approach has produced real benefits for Canadians. We have a strong, vibrant, and growing 
economy that is a leader among major industrialized nations. It has allowed the government to 
make real progress in creating an environment that builds productivity growth through corporate 
tax cuts, investments in infrastructure, skills training, and one of the most generous tax regimes 
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in the world in support of research and development. These initiatives will help Canada 
successfully compete in the increasingly competitive global marketplace. 


Operating Environment and Context 


Mandate 


The Department is committed to making a difference for Canadians by helping the Government 
of Canada develop and implement strong and sustainable economic, fiscal, social, security, and 
financial-sector policies and programs. 


The Department serves as the government’s primary source of analysis and advice on the 
economic, fiscal, and tax implications of key government priorities. Its responsibilities include 
preparing the federal budget, developing tax and tariff policy and legislation, managing federal 
borrowing on financial markets, administering major transfers of federal funds to the provinces 
and territories, developing regulatory policy for the country’s financial sector, and representing 
Canada within international financial institutions. 


Mission 

The Department’s mission is to support the Minister of Finance by providing the best possible 
analysis and policy advice on economic, fiscal, social, and financial issues; implementing 
government decisions in a timely and efficient manner; and communicating government 
decisions in the clearest way possible, within and outside government. Its mission is also to act 
as an effective conduit for the views of participants in the economy from all parts of Canada and 
to maintain high-quality support systems and development programs to carry out the 
Department’s functions. 


Key Partners and Clients 


An important component of the work conducted by the Department involves consultation and 
collaboration with partners in both the public and private sectors. Its primary partners and clients 
include the following: . 


The government, Cabinet, and the Treasury Board 


The Department provides analysis, advice, and recommendations regarding economic, social, 
federal-provincial, and other financial affairs and tax matters. It also provides instructions for 
drafting legislation in many of these areas. 


Parliament and parliamentary committees 


The Department acts as the primary sponsor of bills on taxation, federal-provincial/territorial 
transfers, and financial matters and manages them through the parliamentary process. It also 
supports the Minister of Finance in the fulfilment of his or her parliamentary responsibilities. 


The public and Canadian interest groups 


The Department supports an expanded program of public information and consultation. This 
includes responding to requests for information and providing opportunities for Canadians to 
participate in consultations on key economic, social, fiscal, and tax issues. 
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Departments, agencies, and Crown corporations 


The Department plays an active role in encouraging coordination and harmony among all federal 
initiatives that affect the economy, the financial sector, and financial markets. 


Provincial and territorial governments 

The Department develops and administers transfer payments in support of a range of provincial 
and territorial programs and tax collection agreements for most provinces and territories. The 
Department works with provinces and territories on fiscal, taxation, financial-sector, and other 
issues of concern to all governments. It also works with these other jurisdictions as joint stewards 
of the Canada Pension Plan (CPP) to ensure that the CPP remains financially secure and stable. 


Financial market participants 

The Department deals with issues affecting federal financial institutions. It develops the rules 
and regulations that govern these institutions so they remain safe and financially sound and are 
responsive to consumers’ needs. The Department also deals on an ongoing basis with a range of 
market participants, including banks, securities dealers, and investors, in fulfilling its 
responsibility for managing the public debt and international reserves. 


International economic and finance community 


The Department plays a key role in promoting a strong multilateral system of global economic 
and financial governance. The most important role in this regard is supporting the minister’s 
participation in the G7, G8, and G20 processes. The Department also has a lead role in managing 
the country’s activities related to international and financial organizations, such as the IMF, the 
World Bank, the European Bank for Reconstruction and Development, the Financial Stability 
Forum, and the Financial Action Task Force on Money Laundering, of which Canada served as 
president during the past year. The Department also plays an important role in other 
organizations, such as the Organisation for Economic Co-operation and Development, and the 
World Trade Organization. 


International trade community 


The Department plays an important role in negotiating Canada’s trade arrangements with other 
nations and monitoring how those arrangements serve Canada’s interests. 


Partnerships, consultation, and collaboration 


An important component of the work conducted by the Department involves consultation and 
collaboration with partners in both the public and private sectors. The operating environment of 
the Department is characterized by the following: 


* a strong commitment to consultation, coordination, and collaboration with a wide range of 
partners and client groups; 


e adynamic engagement with a rapidly changing global economy; and 


* astrong commitment to accountability and risk management in its day-to-day business. 
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Accountability and risk management 


The Department accomplished a great deal in an environment that presents unique risks and 
challenges. The implementation of reactive policy initiatives is often in response to priorities 
generated outside of the Department. An additional source of risk lies in the fact that many 
parts of the Department rely on a relatively small number of analysts. Given the wide range of 
policy areas covered, this affects the ability to deliver on plans. However, with effective 
recruitment and succession planning (including at the executive level), the provision of an 
attractive work environment, the recruitment of new employees and their training, as well as 
the ongoing identification of suitable candidates for potential vacancies, these risks were 
mitigated in 2006-07. 


Changes in government priorities over the period represent another variable beyond the control 
of the Department, as well as delays and particular challenges faced by other departments. To 
address this, work was done with other central agencies and affected departments to devise 
strategies to minimize these delays and their potentially negative impacts. The Department 
maintained constant contact with other central agencies and departments and monitored progress 
in each priority area. When required, recommendations were made to other departments and 
central agencies, as well as other stakeholders, on corrective actions that could be taken to ensure 
successful outcomes on priority areas. In this way, fiscal impediments were minimized. 


The Department must manage the financial risks associated with the government’s financial 
assets and liabilities. It must be ready to respond to economic and financial developments by 
taking prompt and decisive action to mitigate, where appropriate, their effects on the Canadian 
economy and fiscal framework. 


The Department is also committed to ensuring that all of its employees and activities, at the 
personal, professional, and organizational levels, meet the highest standards of ethical conduct 
and accountability. 


The Internal Audit and Evaluation Division (IAED) is responsible for developing risk-based 
audit and evaluation plans, as well as for conducting internal audit and evaluation engagements 
that meet professional standards. Internal audits and evaluations are selected based on potential 
risks and exposures and are identified annually in the respective risk-based audit and evaluation 
plans, which are approved by the Audit and Evaluation Committee chaired by the deputy 
minister. The Committee also reviews and approves audit and evaluation reports and their 
corresponding management action plans. 


The Treasury Board Policy on Internal Audit, which came into effect on April 1, 2006, 
significantly increases the requirements of deputy heads, audit committees, and internal audit 
functions in the federal government. In response to the Policy and additional requirements 
embedded in the Federal Accountability Act, the Department is making significant efforts to 
strengthen internal audit capacity and delivery processes. 


Specifically, [AED has developed a comprehensive three-year plan to implement the structure 
and activities required to adhere to the Policy. In 2006—07, significant progress was made to 
develop the internal audit capacity within the Division. IAED will continue to build this capacity 
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to ensure that the Department has a sufficient, competent, and professional internal audit 
function in place. Regarding program evaluation, a needs assessment review is being undertaken 
to identify and assess program evaluation requirements for the Department. 


The government also regularly assesses its treasury management frameworks and programs. 
External evaluations are carried out as part of the Department’s Treasury Evaluations 

Program (TEP), which started in the early 1990s. The objectives of the TEP are to assess past 
policy and operational decisions, relative to their objectives and the evolving standards and 
practices of other comparable entities, and to support good governance by providing 
decision-making information for management, as well as public transparency and accountability 
on outcomes. | 


In the context of the TEP, an evaluation of the treasury risk management framework at the 
Department of Finance Canada is currently underway. The evaluation will assess the 
effectiveness of the current framework in controlling identified risks and its comprehensiveness 
and completeness in identifying, measuring, controlling, and reporting on the full range of 
pertinent risks. The treasury risk management evaluation is expected to be completed as early as 
early as the fall of 2007. 


International engagement 


The Department plays an active and leading role in representing Canada internationally. 

The Department supports the Minister of Finance’s involvement in the G7 process, as well as his 
involvement in other key ministerial forums, including the G8 and G20 finance ministers’ 
processes, and IMF and World Bank meetings. These and similar processes are important forums 
for exchanging views and forging consensus on measures to strengthen global economic growth, 
promote financial stability, and reduce global poverty. 


The Department’s activities are undertaken in the context of a rapidly integrating, 
technology-driven, global economy. Events that take place far from Canada can have a powerful 
impact, both adverse and beneficial, on Canada’s economy. To support its work on international 
economic issues, the Department holds extensive consultations not only within the federal 
government but also with provincial governments, the private sector, civil society, and the 
Canadian public. 
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Section Il: Analysis of Program Activities by Strategic 
Outcome 


Strategic outcome 


In support of its mission, the Department has one strategic outcome: 


A strong and sustainable economy, resulting in increasing standards of living and 
improved quality of life for Canadians. 


During fiscal year 2006-07, the Department revised its strategic outcome to better reflect the 
clear focus of departmental efforts aimed at improving the well-being of all Canadians. 
Clarifying the focus will enable the Department to develop more appropriate performance 
measurement indicators for the strategic outcome. An enhanced performance measurement 
framework, including indicators for the strategic outcome, is expected to be completed during 
the 2007-08 fiscal year. In addition, the Department has recently revised its Program Activity 
Architecture, which will be reflected in its next report on plans and priorities and the 
corresponding departmental performance report. 
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Program Activity 1: Tax Policy 


The Tax Policy program activity develops and evaluates federal taxation policies and legislation 
and provides advice and recommendations for changes aimed at improving the tax systems while 
raising the required amount of revenue to finance government priorities. This program activity 
focusses on the following areas: personal income tax, business income tax, and sales and excise 
tax. The program activity is also involved with negotiating tax treaties, tax policy research and 
evaluation, as well as federal-provincial/territorial and federal-Aboriginal tax coordination. 


Financial Resources: ($ thousands) 


3 _ Actual Spending 


Human resources (FTEs) 


Competitive, efficient, and fair personal, corporate, 
sales, and excise tax systems 


Sound Fiscal Management 
Sustainable Economic Growth 
Sound Social Policy Framework 


Improved coordination of the federal tax system with those of 
provinces, Aboriginal governments, and other countries 


High-quality research and evaluation 


The Tax Policy program activity supports and contributes to the Department’s strategic outcome 
and priorities by raising sufficient revenues to pay for public services, including social programs 
(e.g. universal health care and public safety and security) and strategic investments in areas that 
promote a more competitive and productive Canadian economy (e.g. education and training, 
basic scientific research, and infrastructure). At the same time, however, revenues must be raised 
in a manner that keeps tax burdens and marginal tax rates low to provide incentives to work, 
Save, and invest and to allow Canadian businesses to successfully compete for investment in an 
increasingly integrated global capital market. Tax revenues must also be raised in a fair manner 
so that taxpayers in similar circumstances face similar tax treatment, ensuring that the tax burden 
is shared in accordance with the taxpayers’ ability to pay. Where appropriate, the tax system may 
also be used to pursue specific economic and social objectives, such as saving for post-secondary 
education, promoting charitable giving, encouraging research and development, and helping 
protect the environment. Regardless of their objective, proposed policies are reviewed for gender 
and environmental impacts. 


In order to ensure that the tax system functions efficiently, the Tax Policy program activity 
works with provinces, territories, Aboriginal governments, and other countries to improve tax 
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policy coordination. It also undertakes ongoing analysis of the impact of both new and existing 
tax policy initiatives. 


1. Competitive, efficient, and fair personal, corporate, sales, and excise tax systems 


The Tax Policy program carried out a number of tax initiatives during 2006-07 aimed at 
improving the competitiveness, efficiency, and fairness of the personal, corporate, sales, and 
excise tax systems. In particular, Tax Policy program staff provided sound and timely advice and 
recommendations to the Minister of Finance and senior officials in preparation for the 2006 and 
2007 budgets on ways to make the tax system more attractive for Canadians to work, save, and 
invest; to improve the competitiveness, efficiency, and fairness of the tax system; and to support 
other government priorities. 


During 2006-07, the Tax Policy program activity helped implement individual and business tax 
relief that will benefit all Canadians and enhance the efficiency and competitiveness of the tax 
system. Key broad-based measures included reducing the GST by one percentage point; raising 
the amount of the basic personal exemption; reducing the general corporate income tax rate; 
eliminating the corporate surtax for all corporations; and accelerating the elimination of the 
federal capital tax. The Tax Policy program also developed proposals to align capital cost 
allowance rates with the useful life of manufacturing buildings, computers, and other assets, as 
well as a proposal to put in place a temporary incentive for investment in manufacturing and 
processing (M&P) machinery and equipment, which will assist the M&P sector in restructuring 
to meet the challenges it is currently facing. 


The Tax Policy program activity also supported the introduction of the Working Income Tax 
Benefit (WITB), fulfilling the government’s commitment, announced in Advantage Canada and 
noted in the 2006-07 Report on Plans and Priorities (RPP), to help people over the “welfare 
wall” and make work pay for low- and modest-income Canadians. The WITB will help make 
work more rewarding and attractive for an estimated 1.2 million Canadians already in the 
workforce, thereby strengthening their incentive to stay employed. It is also estimated that the 
WITB will encourage close to 60,000 people to enter the workforce. Single parents and couples 
will be eligible to receive up to $1,000 under the WITB. The chart below provides an example of 
the benefits will be made available in 2007 to single parents and couples with family earnings of 
$3,000 or more and net income of less than $21,167. 
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Working Income Tax Benefit Entitlement, 2007 
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Source: Department of Finance Canada, The Budget Plan 2007, March 19, 2007 


As indicated in Budget 2007, in recognition that provinces and territories play a key role in 
providing basic income support to low-income Canadians, the government indicated that it was 
prepared to consider province- or territory-specific changes to the design of the WITB to better 
harmonize it with existing programs, conditional on four broad principles stated in Budget 2007. 
The Department of Finance Canada has been engaged in discussions with provinces and 
territories that have expressed interest in this option, with the objective of having administrative 
agreements finalized as early as the fall of 2007. 


As part of its role in maintaining an efficient tax structure, in 2006-07 the Tax Policy program 
activity announced goods and services tax / harmonized sales tax (GST/HST) measures for 
financial institutions. Draft legislation was released in 2007 to address advantages that currently 
exist in favour of imported financial services over comparable domestic services. 


In addition, as a result of the GST rate reduction, certain technical adjustments were made to the 
Air Travellers’ Security Charge rates after July 1, 2006. These were required in order to ensure 
that consumers receive the full benefit of the GST rate reduction. 


During 2006-07, the Tax Policy program conducted analysis and provided advice to Canada’s 
New Government on ways to enhance the fairness of the federal tax system by making it more 
neutral across business structures and sectors. In the fall of 2006, the Tax Policy program 
identified potential initiatives for the government to address the accelerating trend of corporate 
conversions to the income trust structure that, if left unchecked, would have resulted in 
significant federal revenue loss. On October 31, 2006, the government announced a distribution 
tax on publicly traded income trusts and limited partnerships as part of its Tax Fairness Plan, 
restoring balance and fairness to the tax system by levelling the playing field between income 
trusts and corporations. In addition, as part of the Tax Fairness Plan, the government reduced the 
general corporate income tax rate by one half percentage point as of January 1, 2011, to 
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18.5 per cent; increased the Age Credit Amount by $1,000, benefiting low- and middle-income 
seniors; and permitted income splitting for pensioners beginning in 2007. 


To reflect the new economic and environmental challenges that face us today, Budget 2007 
rebalanced the tax system to encourage investment by the oil sands and other sectors in clean 
energy, while phasing out the accelerated capital cost allowance (CCA) for general investment in 
the oil sands. This will improve fairness and neutrality among the oil sands and other sectors, 
particularly the oil and gas and renewable energy sectors. As part of this rebalancing, 

Budget 2007 announced that the existing accelerated CCA provided under Class 43.2 for energy 
generation equipment that uses renewable energy sources, waste fuels, or fossil fuels efficiently 
will be extended to 2020 and expanded to include wave and tidal energy and additional solar 
energy and waste-to-energy technologies. These measures will help ensure that the tax system 
contributes to sustainable economic growth. 


2. Improved coordination of the federal tax system with those of provinces, Aboriginal 
governments, and other countries 


The Tax Policy program also contributed to the expected result of improving coordination of the 
federal tax system with those of the provinces, territories, Aboriginal governments, and other 
countries during 2006-07. For example, the Tax Policy program regularly works with Aboriginal 
groups and governments to manage the First Nations sales tax, the First Nations goods and 
services tax (FNGST), and the First Nations personal income tax (FNPIT) administration 
agreements. In 2006-07, the Tax Policy program concluded an FNGST administration 
agreement with the Tsawout First Nation in British Columbia. The FNGST provides First 
Nations with an additional revenue source for expenditures, supports self-government, and 
enhances accountability in First Nations communities. The federal government also benefits 
through these agreements by way of a more uniform sales tax system and better compliance. A 
tax administration agreement in respect of personal income tax was also concluded in 2006—07 
with the Kwanlin Dun First Nation. 


During 2006-07, the Tax Policy program activity also concluded a memorandum of 
understanding with the Government of Ontario that will lead to the implementation of the 
Corporate Income Tax Collection Agreement that will take effect with the 2009 tax year. 


The Agreement will reduce compliance costs for businesses and generate overall reductions in 
administrative costs. 


The Tax Policy program also works with governments of other countries to review, improve, and 
expand Canada’s network of international tax treaties and seeks to obtain tax information 
exchange agreements with non-tax treaty jurisdictions. In 2006-07, new tax treaties entered into 
force with the Republic of Korea (December 18, 2006) and Finland (January 17, 2007). A major 
new protocol to the Canada—U.S. Tax Treaty was signed by Minister Flaherty and the U.S. 
Treasury Secretary, Henry Paulson, on September 21, 2007. Negotiations were also held with 
Mexico, Greece, Malaysia, and Spain during the course of the fiscal year. 
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3. High-quality research and evaluation 


The Tax Policy program activity also conducts high-quality research and evaluation of various 
personal, corporate, sales, and excise tax measures. 


In 2006-07, the Tax Policy program met a key commitment announced in the 2006-07 RPP to 
publish two reports on the impact of the tax System on aspects of the Canadian economy. One of 
the reports compared marginal effective tax rates (METRs) across countries in the manufacturing 
sector and their effect on business investment. The other report examined the impact of the 
income tax system on the decision of young Canadians to undertake post-secondary education. 
The research on METRs was particularly important because it informed the government’s 
commitment, announced in Advantage Canada, to establish the lowest tax rate on new business 
investment in the G7. It also met another commitment noted in the 2006-07 RPP to undertake 
research to support future tax policy initiatives, including the expanded use of the 

METR methodology. 


The reports are available in the 2006 Tax Expenditures and Evaluations publication available at 
http://www.fin.ge.ca/toce/2006/taxexp_e.html. 
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Performance measurement 


Expected 
Results / 
Performance 

Measurement 


Performance 
Indicators 


Data Sources 


Frequency 


Target 


Target Date 
Actual 


1. Competitive, efficient, 
and fair personal, 
corporate, sales, and 
excise tax systems 


Proposals to improve the 
competitiveness, 
efficiency, and fairness of 
the personal, corporate, 
sales, and excise tax 
systems 


The amount of tax revenue 
raised 


Federal budgets, 
legislation, regulations, 
press releases, tax 
treaties, the Department’s 
Marginal Effective Tax 
Rate models, Public 
Accounts, tax evaluation, 
and tax expenditure 
reports 


Annual 


Proposals in the budget 
and throughout the year, 
as required, to implement 
the government's tax 
policy agenda and 
maintain a competitive, 
effective, and fair tax 
system 


As required 


2006 and 2007 budgets, 
Advantage Canada, 
Canada Gazette, 2006 Tax 
Expenditures and 
Evaluations 


of the federal tax system 
with those of provinces, 
Aboriginal governments, 
and other countries 


Active negotiation of 
additional tax 
administration agreements 
with provincial and 
Aboriginal governments 


Effective network of tax 
treaties with other 
countries 


Effective meetings of the 
Federal-Provincial Tax 
Committee 


Federal-provincial 
agreements, 
federal-provincial 
meetings, 
federal-Aboriginal 
agreements, and 
federal-Aboriginal 
negotiations 


Annual 


Increased number of tax 
agreements signed 


Ongoing 


Memorandum of 
Agreement (MOA) toward 
a single corporate income 
tax administration with 
Ontario 


FNGST administration 
agreement (Tsawout First 
Nation); 

FNPIT administration 
agreement (Kwanlin Dun 
First Nation); Canada 
Gazette 


—— 


2. Improved coordination 


3. High-quality research 
and evaluation 


Number and effect of 
research studies and 
evaluation reports 


Working papers and 
models developed, 
research papers written 


Annual 


Two published reports per 
year 


Ongoing 


2006 Tax Expenditures 
and Evaluations 
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Expected 


1. Competitive, efficient, | 2. Improved coordination | 3. High-quality research 


Results / and fair personal, of the federal tax system | and evaluation 
Performance corporate, sales, and with those of provinces, _ 
Measurement excise tax systems Aboriginal governments, 


and other countries 


October 2006, MOA 
signed with Ontario 


October 2006 (Tsawout 
First Nation 

FNGST agreement), 
December 2006 (Kwanlin 
Dun First Nation FNPIT 
agreement), December 18, 
2006 (tax treaty with the 
Republic of Korea), 
January 17, 2007 (tax 
treaty with Finland) 


Successfully met 
expectations 


Date of Actual May 2, 2006 (Budget 
2006), November 2006 
(Advantage Canada), 
December 18, 2006 (tax 
treaty with the Republic of 
Korea), January 17, 2007 
(tax treaty with Finland), 
March 2007 (2006 Tax 
Expenditures and 
Evaluations), March 19, 
2007 (Budget 2007) 


Performance Successfully met 
Status expectations 


March 2007 


Successfully met 
expectations 
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Program Activity 2: Economic and Fiscal Policy 


This program activity analyzes Canada’s economic and fiscal situation, as well as the economic 
and fiscal positions of other levels of government and in other countries. It advises on the 
government’s economic policy framework, its budget planning framework, and its spending 
priorities. This program is also responsible for monitoring and preparing forecasts of Canada’s 
economic and fiscal position and plays a lead role in the management of the government's fiscal 
framework. In addition, the program provides analytical support on a wide range of economic 
and financial issues related to the government’s macroeconomic policies. This program is 
necessary to help ensure that fiscal planning in the Government of Canada is transparent and 
supports long-term fiscal sustainability. 


Financial Resources ($ thousands) 


Planned Spending _ Authorities — _ Actual Spending 


Human resources (FTEs) 


122 113 


_ Economic and Fiscal Policy 
| _ExpectedResulis == 


Transparent fiscal planning and sustainable fiscal policy 


Sound Fiscal Management 


Sustainable Economic Growth 


Effective monitoring and forecasting of economic performance 


Effective briefing and advice on a wide selection of economic 
questions 


Understanding of and contribution to international economic policies 
and reforms 


Effective International Presence 


The work under this program activity contributes to the Department’s priority of sound fiscal 
-management. Sound fiscal management includes transparent budget planning, controlling 
expenditures, reducing federal debt, and directing higher-than-expected surpluses to the priorities 
of Canadians. Sound fiscal management also involves an effective monitoring and forecasting of 
economic performance. Maintaining sound fiscal management allows the government to reduce 
the amount of money that it must spend to pay interest on its debt, which in turn frees resources 
that can be used to reduce personal income taxes. 


This program also supports the Department’s priority of sustainable economic growth by 
providing analysis and advice on policy options that promote long-term growth. Sound economic 
policies enable the Canadian economy to perform well despite various economic shocks. 
Moreover, the Department consults with officials from the OECD and the IMF to share views on 
economic developments in Canada and the world, as part of a broad, ongoing effort to promote 
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increased global growth and, given the openness of the Canadian economy, improve the growth 
potential of Canada. 


Results 
1. Transparent fiscal planning and sustainable fiscal policy 


The government has taken significant steps to ensure that fiscal planning is transparent and 
enhances accountability and that fiscal policy remains sustainable. 


In 2006-07, the Department continued to monitor, assess, and report on the government’s fiscal 
position through the Economic and Fiscal Update, the Budget Plan and the monthly Fiscal 
Monitor. Fiscal year 2006-07 marked the first year the Department provided quarterly updates of 
the fiscal outlook for the year in progress, as committed to in the F. ederal Accountability Action 
Plan. 


In the fall, the government set out a plan for achieving a fiscal advantage in Advantage 
Canada—the government’s long-term economic agenda released alongside the 2006 Economic 
and Fiscal Update. As part of this fiscal advantage, the government proposed an objective for 
the country as a whole of eliminating Canada’s total government net debt in less than a 
generation. For its part, the government advanced its commitment to reduce the federal 
debt-to-GDP ratio to 25 per cent by one year, to 2012-13. 


To complement the goal of eliminating the country’s net debt, the government announced in 
Budget 2007 that it would publish a comprehensive fiscal sustainability and intergenerational 
report with the 2007 Economic and Fiscal Update. The report will provide a broad analysis of 
current and future demographic changes and the implication of these changes for Canada’s 
long-term economic and fiscal outlook 


To ensure that Canadians benefit directly from reduction in the federal debt, the government 
committed in Budget 2007 to setting out a tax back guarantee in legislation. Under the tax back 
guarantee, the effective interest savings from debt reduction each year will be dedicated to 
personal income tax reductions. The tax back guarantee provides a new approach to handling 
unanticipated surpluses by ensuring Canadians benefit directly from unplanned surpluses through 
accelerated debt and personal income tax reductions. 


The government’s commitment to reduce Canada’s debt burden also reflects an ongoing 
commitment to spending control. In 2006-07, the Department contributed to the exercise led by 
the Treasury Board of Canada Secretariat, which delivered over $1 billion of ongoing savings for 
2006-07 and 2007-08. In Advantage Canada, the government committed to outlining the new 
Expenditure Management System focussed on good management and value-for-money. 
Advantage Canada also established a commitment to keep the rate of growth of program 
spending, on average, below the rate of growth of the economy. 


These actions contributed to a strong fiscal performance in 2006-07. The Government of Canada 
recorded a budgetary surplus in 2006-07. According to OECD estimates, Canada is currently the 
only G7 country in a surplus budget position, and it is expected to remain so in 2007 and 2008. 


Section II: Analysis of Performance by Strategic Outcome 29 


2006-07 Departmental Performance Report 


The federal debt has declined steadily since 1996-97 and, combined with Canada’s strong 
economic growth, has resulted in a significant decline in the federal debt-to-GDP ratio. 

The government is on track to meet the medium-term objective of reducing the ratio to 

25 per cent by 2012-13. The chart below shows the historical path and 2007 budget 
projections of the federal debt-to-GDP ratio. Further information on the government’s fiscal 
performance can be found in the Annual Financial Report of the Government of Canada at 
http://www.fin.ge.ca/purl/afr-e.html. 
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2. Effective monitoring and forecasting of economic performance 


The Department continued to provide analysis and forecasting of economic activity in Canada 
and abroad. This information includes, among other things, chapters on economic developments 
and outlook in the Economic and Fiscal Update and the Budget Plan. 


As noted in Budget 2007, Canada’s employment performance is the best it has been in 30 years. 
Canadian employment grew by almost 350,000 in 2006. In addition, close to 200,000 jobs have 
been created in the first half of 2007. Since the beginning of 2006, about three quarters of the 
employment gains have been in full-time positions. As a result, the unemployment rate in 

June 2007 was 6.1 per cent, matching a 32-year low. Moreover, the share of the Canadian 
population with a job was at a record high. 


Canadian economic growth slowed during 2006. Much of the slower growth reflects a decline in 
manufacturing activity, which was due to slower U.S. demand and the effect of the appreciation 
of the Canadian dollar, as well as structural adjustments in the automobile and textile sectors. 


In Budget 2007, the Department presented an analysis of trends and developments in the 
manufacturing sector. 


Budget 2007 also presented an analysis of the risks to the economic and fiscal projections over 
the budget-planning horizon. The principal risk to the Canadian economy is that recent weakness 
In economic growth reflects lower underlying productivity performance, which could have 
negative implications for Canada’s future growth potential. In terms of external risks, there is the 
possibility that higher oil prices could continue to push up the Canadian dollar, making Canadian 
exports less competitive. There remains a risk that the weak U.S. housing market could 
negatively impact U.S. consumer demand, which would also hurt Canadian exports. 


30 Department of Finance Canada 


2006-07 Departmental Performance Report 
———_--———————— i Departmental Performance Report 


In preparing the Economic and Fiscal Update and the Budget Plan, the Department conducted a 
survey of private-sector forecasters and met with the chief economists of the major chartered 
banks and major private-sector economic forecasting firms to agree on a set of economic 
assumptions that were used to develop fiscal projections. 


3. Effective briefing and advice on a wide selection of economic questions 


The Department continued to conduct long-term analysis and research on complex economic 
questions and to provide policy advice on economic issues. This information includes among 
other things briefing notes to the Minister and various publications, such as working papers. 


In November 2006, the Department released a long-term economic plan, Advantage Canada, that 
is focussed on promoting five Canadian advantages that will help Canadians improve their 
quality of life and succeed on the world Stage. It will create jobs, help entrepreneurs start 
businesses, and provide the wealth Canada needs to invest in health and other priorities. The plan 
is designed to serve as a framework for government decision making for years to come. 


In November 2006, the government and the Bank of Canada also announced the renewal of 
Canada’s inflation control target. Under the renewed agreement, the inflation target will continue 
to be the 2 per cent mid-point of the 1 to 3 per cent inflation control range, defined in terms of 
the 12-month rate of change in the total Consumer Price Index (CPI). The agreement will run for 
a five-year period, ending December 31, 2011. Canada’s policy of low and stable inflation has 
contributed to Canada’s macroeconomic advantage by maintaining interest rates at historically 
low levels. Low interest rates provide strong support to interest-sensitive sectors such as housing, 
consumer spending, and business investment. The following chart shows how inflation and 
interest rates have remained at low levels in recent years. 
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The Department continued to participate in semi-annual Federal-Provincial Continuing 


Committee of Officials meetings to discuss and analyze regional economic developments and 
trends with provincial authorities. 
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Overall, the Department’s activity contributes to Canada’s strong economic performance. 

The Canadian economy continued to grow at a relatively robust pace of 2.8 per cent in 2006, 
second only to the U.S. among G7 countries, and 0.3 per cent higher than the G6 average (that is, 
the G7 excluding Canada). In its spring 2007 World Economic Outlook, the IMF projected 
Canada’s real GDP growth to slow to 2.4 per cent in 2007, second to the United Kingdom, and 
2.9 per cent in 2008, first among G7 countries. 


4. Understanding of and contribution to international economic policies and reforms 


Based on their consultations with the Department and other government agencies, the OECD and 
the IMF prepared detailed reports, the Economic Survey and the Staff Report, respectively, on 
economic and policy issues in Canada. In 2006-07, both reports on Canada were largely positive 
and supportive, as they have been for several years. 


These consultations are part of the Department’s ongoing effort to monitor and promote 
increased global growth and, given the openness of the Canadian economy, improve the growth 
potential of Canada. However, given the international dimension of this outcome, the 
Department can have only a limited impact on the expected result. 


Performance measurement 


Expected 1. Transparent fiscal planning and 3. Effective briefing and advice on a wide 

Results / sustainable fiscal policy == —_—| selection of economic questions 

Performance | 2. Effective monitoring and forecasting |4. Understanding of and contribution to 

Measurement | of economic performance _ ___|international and economic policies and 
|reforms 


Performance | Federal debt as a share of nominal GDP__| Canada’s real GDP growth relative to the 
Indicators G6 average (G7 excluding Canada) 
Data Sources | Annual Financial Report IMF World Economic Outlook and 

OECD Economic Outlook 


Annually Semi-annually 

Target Reduce the federal debt-to-GDP ratio to | Annual growth rate above the 
25% by 2012-13 G6 average 
Estimated federal debt-to-GDP ratio of G6 average GDP growth was 2.5% in 2006, 
32.8% for 2006-07 while Canada’s rate was 2.8% 


Performance | 1. On track to meet expectations 3. Successfully met expectations 
Status 2. Successfully met expectations 4. Successfully met expectations 
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Program Activity 3: Financial Sector Policy 


The aim of this program activity is to ensure the competitiveness, efficiency, safety, and 
soundness of Canada’s financial sector and to ensure that domestic financial markets function 
well in order to achieve sustainable growth in the Canadian economy. This program provides 
analysis of Canada’s financial services sector and financial markets, as well as developing the 
legislative and regulatory framework governing federally chartered financial institutions (banks, 
trust companies, insurance companies, and cooperative credit associations) and federally 
regulated private pension plans. This program is also responsible for issues related to AML and 
ATF and the federal government’s relations and commitments with foreign governments in the 
area of trade in financial services. 


Financial resources ($ thousands) ' 


Planned Spending | ~—S—sAuthorities. +—~=«(| ~+~—~—~«Actual Spending 


Human resources (FTEs) 


| Stable, low-cost financing for the Government of Canada 


Sound Fiscal 
Management 


A regulatory framework that promotes the soundness, efficiency, and 
competitiveness of Canada’s financial sector and serves the needs of 
individuals, business, and the economy 


Sustainable 
Economic Growth 


Sound Social 
Policy Framework 


Effective International 
Presence 


1. The “Authorities” figure for the Financial Sector Policy program activity includes a number of items not included in “Planned 
Spending”: $76 million for net loss on exchange in relation to re-evaluations of cross-currency swaps; $69 million of unused authority 
for payments to depositors of Canadian Commercial Bank, CCB Mortgage Investment Corporation, and Northland Bank; $5 million 
for advances to the Financial Consumer Agency of Canada; and $2 million for payment of liabilities previously transferred to revenues. 
The variance between “Authorities” and “Actual Spending” is primarily attributable to $69 million of unused authority for payments to 
depositors of Canadian Commercial Bank, CCB Mortgage Investment, and Northland Bank. Other factors contributing to the variance 
include lower-than-expected costs for the final year of the presidency of the Financial Action Task Force and internal services 


surpluses, as explained in Note | under Table 1. 
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Debt service is the largest spending program of the federal government. The prudent and 
effective management of the government’s debt is an important element of the Department’s 
strategy for sound fiscal management. For more information on debt management, see 
http://www.fin.ge.ca/toce/2005/dmr05_e.html. The focus of this activity for 2006-07 has been 
on continuing to review and evaluate the effectiveness of debt management and treasury 
management frameworks and programs, while pursuing improvements to the borrowing 
framework for major government-backed entities. 


Ensuring the competitiveness, efficiency, safety, and soundness of Canada’s financial sector and 
ensuring that domestic financial markets function well are conditions necessary to achieving 
sustainable growth in the Canadian economy. For 2006-07, the focus has been on completing the 
2006 review of the financial institutions statutes, implementing regulations associated with the 
new corporate governance legislation for financial institutions, preparing for a planned Financial 
Sector Assessment Program (FSAP) update by the IMF as a follow-up to the assessment 
conducted in 1999, and contributing to an enhanced system of securities regulations in Canada. 


A properly designed private pension system can contribute to the security of Canadian workers 
and retirees and support increases in living standards. The focus in 2006-07 has been on 
strengthening the framework for defined benefit pension plans and providing advice related to 
the Canada Pension Plan Investment Board (CPPIB). 


The Department is responsible for issues related to AML and ATF. The Department’s leading 
role in the global fight against money laundering and terrorist financing contributes to public 
safety in Canada and worldwide. In 2006-07, the focus has been on enhancing Canada’s AML 
and ATF regime, undergoing a mutual evaluation, and presiding over the FATF. 


Expected results 

1. Stable, low-cost financing for the Government of Canada 

See Program Activity 7, Public Debt. 

2. A well-functioning market in Government of Canada securities 
See Program Activity 7, Public Debt. 

3. Management of Canada’s official international reserves 


In conjunction with the Bank of Canada, the Department manages Canada’s official international 
reserves. This is a portfolio of diversified foreign currency assets that is maintained to provide 


general foreign currency liquidity and to promote orderly conditions in the foreign exchange 
market for the Canadian dollar, if required. 


In 2006-07, the reserves portfolio strategic objectives were achieved and the portfolio was 
increased by some $5 billion over the year. Detailed information on the composition of the 
portfolio and performance is contained in the annual report on the management of Canada’s 
official international reserves, which will be tabled in Parliament and posted on the Department’s 
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website shortly after the publication of the Public Accounts in the fall. See 
http://www.fin.ge.ca/purl/efa-e.html. 


An external evaluation of the Exchange Fund Account completed in 2006 concluded that the 
government’s policies and practices are sound and in keeping with those of other comparable 
countries. The evaluation report is available on the Department’s website at 
http://www.fin.ge.ca/efa/EFA2006 e.html. 


4. A sound borrowing framework for Crown entities 


Under the Financial Administration Act, the Minister of Finance is responsible for approving the 
borrowing done by government entities and ensuring prudent treasury management policies. 


A 2005 study of the current borrowing framework for major Crown borrowers by an outside 
consulting firm identified improvements to the existing framework and advised on the potential 
benefits and costs of a consolidated borrowing framework. The study is available at 
http://www. fin.ge.ca/toce/2005/MFGBE-e.html. 


In response to the study, in Budget 2007, the government announced the decision to consolidate 
the borrowings of agent Crown corporations (Business Development Bank of Canada, Canada 
Mortgage and Housing Corporation, and Farm Credit Corporation) to reduce debt costs and 
enhance the liquidity of the Government of Canada securities market. The initiative, to be 
implemented in 2008, is expected to save up to $90 million over five years and to add up to 

$10 billion per annum to the Government of Canada borrowing program. For further details, see 
the Debt Strategy Report, published as Annex 3 of Budget 2007 and available at 

http://www. budget.gc.ca/2007/bp/bpa3e.html#debt. 


5. A supply of coinage at a reasonable cost 
See Program Activity 8, Domestic Coinage. 


6. A regulatory framework that promotes the soundness, efficiency, and competitiveness of 
Canada’s financial sector and serves the needs of individuals, businesses, and the economy 


The Department advises on and develops policy, legislation, and regulations to support a 
leading-edge financial services sector and domestic capital market to achieve a more productive, 
competitive, and dynamic economy. 


The four principal acts that govern financial-sector regulation (the Bank Act, the Insurance 
Companies Act, the Trust and Loan Companies Act, and the Cooperative Credit Associations 
Act) are subject to a five-year review cycle. The regular review of these statutes is a practice that 
sets Canada apart from virtually every other country in the world and gives Canadian financial 
institutions an important advantage relative to their foreign competitors. It provides the 
Government of Canada with a tool to ensure that the regulatory framework allows 
financial-sector participants to operate as efficiently and effectively as possible, while 
maintaining the safety and financial soundness of the sector, thereby serving and protecting the 
interests of consumers and businesses. 
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In Budget 2006, the government extended the legislated sunset date for the financial institutions 
statutes by six months, from October 24, 2006, to April 24, 2007, to provide Parliament with 
sufficient time to consider the legislation that would be tabled later in 2006. 


Legislation was tabled on November 27, 2006. On March 30, 2007, An Act to amend the law 
governing financial institutions and to provide for related and consequential matters (Bill C-37) 
received Royal Assent. The legislation aims to: 


(1) enhance the interests of consumers; 
(11) increase legislative and regulatory efficiency; and 
(iii) | adapt the financial institution statutes. 


On April 20, 2007, most of the provisions of Bill C-37 came into force. To be fully implemented, 
the legislation will require regulations. The Department has started working on the development 
of those regulations. 


During 2006-07, the Department of Finance Canada has also worked on the development of 
regulations associated with Bill C-57, An Act to Amend Certain Acts in Relation to Financial 
Institutions. On November 25, 2005, Bill C-57 received Royal Assent. The legislation 
modernized the governance framework for federal financial institutions and updated certain 
governance standards that are unique to financial institutions. A part of the legislation (and 
associated regulations) was brought into force on November 28, 2006, and dealt with provisions 
relating to civil remedies, distributing financial institutions, going-private transactions, insider 
reports, meetings and proposals, and prospectuses. Bringing into force the final part of the 
legislation will require regulations that will deal with provisions relating to electronic 
documents, exemption from public notices and other documents, annual statements, proxy and 


proxy solicitation, and participating policyholders. These regulations will be brought forward 
in 2007-08. 


In addition, in 2006-07, the Department of Finance Canada worked jointly with Industry Canada 
on reviewing proposals from financial-sector stakeholders to modernize bankruptcy and 
insolvency rules with respect to eligible financial contracts and their supporting collateral. 
Following this review, the two departments introduced legislative amendments to the Bankruptcy 
and Insolvency Act, the Companies’ Creditors Arrangement Act, the Winding-up and 
Restructuring Act, the Payment Clearing and Settlement Act, and the Canada Deposit Insurance 
Corporation Act in the Budget Implementation Act, 2007, which received Royal Assent on — 

June 22, 2007. Further, the two departments have been working on a revised definition of 
“eligible financial contract” which will be introduced in regulations in 2007-08. 


In 2006-07, the Department of Finance Canada also coordinated preparatory work for Canada’s 
Financial Sector Assessment Program (FSAP) Update by the IMF, which includes inputs from 
the Bank of Canada, the Office of the Superintendent of Financial Institutions, securities 
regulators, financial institutions, and other market participants. The FSAP Update has several 
components, including an analysis of the strengths and weaknesses of Canada’s financial system; 
a discussion of policy issues relevant to financial stability; a stress-testing exercise that assesses _ 
the financial resilience of the largest banks to macroeconomic shocks; and an assessment of 
Canada’s observation of certain internationally recognized regulatory standards and codes. 
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In the course of 2006-07, the government pursued discussions with provinces and territories, 
with a view to establishing a common securities regulator in Canada. Of particular note, a 
ministerial meeting was held at the end of June 2006 in Niagara-on-the-Lake with provincial and 
territorial finance ministers and ministers responsible for securities regulation. 


The government remains committed to making tangible progress toward a common securities 
regulator for Canada. Budget 2007 included a companion document titled Creating a Canadian 
Advantage in Global Capital Markets (the Capital Markets Plan). In it, the government 
committed to working with provinces, territories, and other partners to create a Canadian 
advantage in global capital markets, including a new approach to securities regulation with 
proportionate, more principles-based regulation administered by a common securities regulator. 
In addition, the Plan includes measures to enhance market integrity through better resources to 
tackle cases of capital markets fraud and stronger collaboration with provincial authorities. 


7. A sound legislative and regulatory framework for federally regulated defined benefit 
pensions 


Following up on the public consultation process that commenced in 2005 and commitments in 
the 2006 budget, the Department has moved forward proposals to strengthen the legislative and 
regulatory framework for federally registered defined benefit pension plans in order to improve 
the security of pension benefits and ensure the viability of defined benefit pension plans. 


In May 2005, the Department released a consultation paper, Strengthening the Legislative and 
Regulatory Framework for Defined Benefit Pension Plans Registered under the Pension Benefits 
Standards Act, 1985, to consult on means to enhance benefit security and the viability of defined 
benefit pension plans. The Department received a broad range of views from stakeholders, 
including plan sponsors, labour representatives, retirees, actuaries, and individual Canadians, 
with most submissions stressing that the funding status of private defined benefit pension plans 
was a key immediate issue affecting many workers, retirees, and pension plan sponsors. With the 
Office of the Superintendent of Financial Institutions, the Department analyzed the submissions 
and developed policy proposals for government consideration. 


In Budget 2006, the Minister of Finance announced proposed funding relief for federally 
regulated defined benefit pension plans. The draft regulations setting out the detailed proposals 
were pre-published on June 2, 2006, for a 30-day public consultation period. In November 2006, 
the Solvency Funding Relief Regulations were adopted by the government with a view to helping 
re-establish the full funding of defined benefit pension plans in an orderly manner, while also 
protecting pension benefits. 


8. Effective framework for investment of CPP funds 


The CPPIB invests CPP funds on behalf of more than 16 million contributors and beneficiaries. 
The success of the CPPIB in achieving its investment objectives derives primarily from the 
soundness of its governance and the quality of its Board. The Minister of Finance is responsible 
for the CPPIB legislative framework and for coordinating, on behalf of federal and provincial 
governments, the appointment of individuals to the Board. 
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The CPP triennial review was completed in June 2006. Federal and provincial ministers of 
Finance reviewed the CPPIB’s accountability and governance framework in the context of the 
government’s proposals for the Federal Accountability Act. Ministers reviewed in particular the 
areas of codes of conduct, and conflict of interest and disclosure policies and practices, and 
concluded that they meet or exceed practices of public- and private-sector pension funds. 
Ministers also endorsed the CPPIB’s fiduciary investment mandate and its Policy on Responsible 
Investing adopted in October 2005. 


On an ongoing basis, the CPPIB is achieving strong results and improving the sustainability of 
the CPP. In its 2006-07 annual report, the CPPIB reported a gain of $13.1 billion, equivalent to a 
rate of return of 12.9 per cent, outperforming its benchmark portfolio by 245 basis points. Over 
the past five years, the CPP has earned an average annualized rate of return of 10.4 per cent, well 
above the 6.8 per cent required to ensure that the CPP is actuarially sound. For further details, 
see the CPPIB Annual Report: 2006 at http://www.cppib.ca/info/annual/ar_2006/index.htm. 


9. A world-class anti-money laundering (AML) and anti-terrorist financing (ATF) 
framework 


The goal of Canada’s AML and ATF regime is to combat money laundering and terrorist 
financing by conforming to international standards and providing appropriate tools to law 
enforcement while respecting the privacy of Canadians. 


Canada is in the process of implementing the revised AML and ATF standards of the Financial 
Action Task Force on Money Laundering (FATF) and is undergoing a comprehensive, mutual 
evaluation of Canada’s regime by the FATF in 2007. The evaluation of Canada’s regime started 
with the submission of its evaluation questionnaire to the FATF in January 2007, followed by an 
on-site visit by a team of international financial, law enforcement, and legal assessors in March. 
The final report will be discussed at the FATF plenary meeting in February 2008. 


In October 2006, the Senate Standing Committee on Banking, Trade and Commerce produced a 
report, Stemming the Flow of Illicit Money. A Priority for Canada, as part of its review of the 
administration and operation of the Proceeds of Crime (Money Laundering) and Terrorist 
Financing Act. This review is mandated by the Act to occur every five years. 


Bill C-25, an Act to Amend the Proceeds of Crime (Money Laundering) and Terrorist Financing 
Act and the Income Tax Act and to make a consequential amendment to another Act, responded 
to the parliamentary review and received Royal Assent on December 14, 2006. The amendments 
to the Act make Canada’s AML and ATF regime consistent with international standards. 

The amendments also implement recommendations made in the Auditor General of Canada’s 
2004 report and in a 2004 Treasury Board-mandated evaluation of the regime. 


The amendments include the following: 


e enhancing information sharing between the Financial Transactions and Reports Analysis 


Centre of Canada (FINTRAC), law enforcement, and other domestic and international 
agencies; 


* creating a registration regime for money service businesses; 
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* passing enabling legislation for enhanced client identification measures; and 


e creating an administrative and monetary penalties regime to better enforce compliance with 
the Act and its regulations. 


On March 10, 2007, the first phase of regulations implementing the amendments to the Act was 
pre-published in the Canada Gazette for comment. This set of regulations consisted of the 
Proceeds of Crime (Money Laundering) and Terrorist F inancing Registration Regulations and 
the Regulations Amending Certain Regulations Made Under the Proceeds of Crime (Money 
Laundering) and Terrorist Financing Act. Further phases of regulations will be introduced 
throughout 2007 and 2008 to fully implement the amendments to the Act. 


10. Effective support for Canada’s presidency of the Financial Action Task Force (FATF ) 


During 2006-07, Canada presided over the FATF. The Canadian president was successful at 
addressing issues identified in the work program, including welcoming China as a member, and 
India and South Korea as observers; strengthening the ongoing relationship with the private 
sector; advancing the analysis of terrorism and money laundering threats; and initiating a 
strategic review of the organization. 


During the year, the Canadian president chaired three FATF plenary meetings, including one 
hosted by Canada in Vancouver. Approximately 400 delegates attended from FATF-member and 
observer countries. 


Presiding over the FATF has demonstrated internationally Canada’s commitment to remain at 
the forefront of the global fight against terrorist financing and money laundering. 


et 
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Performance measurement 


Expected 
Results / 
Performance 

Measurement 


Performance 
Indicators 


Data Sources 


1. Stable, 
low-cost 


financing for the 


Government of 
Canada 


Measures of 
operational 
performance 
(e.g. interest 
costs, 
fixed-floating 
shares of debt, 
average term to 
maturity) 


Fiscal Monitor; 
Debt 


Management 
Report 
Frequency a Monthly and 
Annual 
Target Stable, low-cost 


financing 


2. Awell- 


market in — 


Measures of 
market 
performance 
(e.g. 
turnover, 
trading 
spreads) 


Debt 
Management 
Report 


Annual 


Liquid 
markets for 
Government 
of Canada 
securities 


Target Date 


Ongoing 


Ongoing 


Actual Stable, low-cost 
financing 

Performance | Successfully met 

Status expectations 

40 


Liquid 
markets for 
Government 
of Canada 
securities 


Successfully 
met 
expectations 


functioning | 


Government | 
of Canada © 
securities | 


Management | bo 
of Canada’s | fram 
official = | Cr 

_internationa 


Regular audit 
of payments to 
the Mint for 
domestic 
coinage supply 
and distribution 


Cost-effective 
borrowing 
activities and 
sound 
investment .- 
practices 


Measures of 
operational 
performance 
(e.g. investment 
returns, risk 
exposures) 


Public 
Accounts 


Annual 
reports, 
corporate 


Annual Report 
on the 
Management of 


Canada’s plans, 
Official quarterly 
International reporting 
Reserves 


Annual Quarterly and As required 
annual 


Efficient 
coinage system 


Minimize 
risk-adjusted 
borrowing 
costs and 
ensure 
prudent and 
effective 
treasury 
management 


Portfolio 
objectives 
attained 


Ongoing 


Portfolio Risk-adjusted Efficient 
objectives borrowing coinage system 
attained costs are low 


Successfully 
met 
expectations 


Successfully 
met 
expectations 


Successfully 
met 
expectations 
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Expected 
Results / 
Performance 

Measurement 


7. A sound 
legislative and 
| regulatory 
framework for 
federally 
regulated 
defined 
benefit 
pension plans 


6. A regulatory 
framework that 
promotes the 
soundness, 

_ |efficiency, and _ 
_ |competitiveness 
_|of Canada’s © 

_ |financial sector — 


8. Effective 
framework for 
investment of 
CPP funds 


9. Aworld-class | 10. Effective 
AML and ATF support for 
framework Canada’s 
presidency of 
the FATF 


Policy, CPPIB Policy, legislative, | Support for 
legislative, or investment or regulatory Canada’s 
regulatory performance initiatives FATF 


Policy, legislative, 
or regulatory 
initiatives 


Performance 
Indicators 


_| Initiatives \ presidency 
Data Sources _| Legislation, Legislation or |CPPIB reports Legislation, Press releases 
regulations, and regulations regulations, FATF | or other 
publications mutual evaluation | communicatio 
report ns for the year 
of Canada’s 
presidency 
Frequency Legislative and Legislative and | Quarterly Amendments to _| As required 
regulatory regulatory the Proceeds of 
amendments, as_ | amendments, Crime (Money 
needed as needed Laundering) and 
Terrorist 
Financing 
Act (PCMLTFA) 
and regulations, 
as needed 
Mutual evaluation 
roughly every five 
years 
Target Tabling of the Improved Well-governed /|A world-class An effective 
2006 financial security of CPPIB, AML/ATF presidency 
institutions pension investment framework 
legislation benefits and returns at or 
Completion of Viability of above long-term 
Bill C-57 defined benefit | target required 
regulations pension plans | to achieve 


sustainability 
Preparations for 


IMF FSAP update 
completed 


Progress toward a 
common securities 
regulator for 
Canada 
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Expected 
Results / 
Performance 
Measurement 


Target Date 


6. A regulatory 
framework that 
promotes the 
soundness, 
efficiency, and 
competitiveness © 
of Canada’s 


To be completed 
by April 24, 2007: 
financial-sector 
legislative review 
2006: most of 

Bill C-57 
regulations 

2007: IMF FSAP 
review 

Ongoing: progress 
toward a common 
securities 
regulator for 


Canada 
Actual Bill C-37 received 
Royal Assent on 


March 30, 2007, 
and most of the 
provisions came 


-|into force on 


April 20, 2007. 


Most of Bill C-57 
regulations 
completed 


The Department 
coordinated 
preparatory work 
for Canada’s 
Financial Sector 
Assessment 
Program Update 
by the IMF. 


The Department 
pursued 
discussions with 
provinces and 
territories on the 
establishment of a 
common securities 
regulator. 


financial sector _| be 


2006: release 


of proposed 
amendments to 
the Pension 
Benefits 
Standards Act 
or regulations 


Solvency 
Funding Relief 
Regulations 
implemented in 
November 2006 


logslatve and a n 


z : _ |9. A world-class 
‘k for | AML and ATF 
of | framework 


Ongoing 


Sustainability of 
the CPP 
achieved 


Ongoing: issuing 


10. Effective 
support for 
Canada’s 
presidency of 
| the FATF 


July 1, 2006, 


of amendments to | to June 30, 
PCMLTFA and 2007 
regulations 


The parliamentary | The period of 


review of the Canadian 
Proceeds of presidency, 
Crime (Money which will end 
Laundering) and__|in June 2007, 
Terrorist has proven to 
Financing Act be very 
concluded with a_ | effective 
report in 

October 2006; 


Bill C-25 received 
Royal Assent on 
December 14, 
2006; the 
Proceeds of 
Crime (Money 
Laundering) and 
Terrorist 
Financing 
Registration 
Regulations and 
Regulations 
Amending Certain 
Regulations Made 
Under the 
Proceeds of 
Crime (Money 
Laundering) and 
Terrorist 
Financing Act 
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were pre-published 
in the Canada 
Gazette, Part |, 
for a 30-day 
comment period 
on March 10, 
2007. The mutual 
evaluation 
process is 
expected to be 
completed by 
February 2008. 


Performance | Successfully met | Successfully Successfully Parliamentary Successfully 
Status expectations met met review: met 
expectations expectations successfully met | expectations 
expectations 


Legislative 
amendments: 
successfully met 
expectations 


Regulatory 
amendments: on 
track to meet 
expectations 


FATF mutual 
evaluation: on 
track to meet 
expectations 
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Program Activity 4: Economic Development and Corporate Finance 


This program activity is responsible for providing policy analysis and advice to the Minister of 
Finance regarding the financial implications of the government’s microeconomic policies and 
programs and proposals for funding of programs. The program focusses on monitoring 
world-class research and development; on developing regional and sectoral policy analysis in the 
areas of the knowledge-based economy, defence, transportation, public infrastructure, 
environment, energy and resources, agriculture, fisheries, and privatization; and on advising on 
corporate restructuring regarding Crown corporations and other corporate holdings. 


Sound Fiscal Management 


Sustainable Economic Growth 


A thorough assessment of operating and capital funding related to 
economic development and policy proposals 


Sound advice to the Minister on economic proposals 


Enhanced productivity and economic growth through other 


governmental initiatives Sustainable Economic Growth 
Improved awareness of the requirements and departmental process 
for conducting strategic environmental assessments Sustainable Economic Growth 


The program activity supports the Department’s strategic outcome by pursuing policies to 
encourage greater productivity and to create a more competitive and dynamic Canada. 


Expected results 


1. A thorough assessment of operating and capital funding related to economic 
development and policy proposals 


Operating and capital budgets of economic development proposals were successfully assessed in 
the context of economic and financial advice, and policy analysis was provided to the Minister 
on proposals prepared for Cabinet consideration, on Budget 2006, on the fall 2006 Economic and 
Fiscal Update. The Department was also involved in the development of the government’s 
economic priorities as set out in Advantage Canada: Building a Strong Economy for Canadians. 
The Department fulfilled a necessary “challenge” function in helping manage the funding 
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demands of other government departments and agencies, contributing to sound decisions that 
reflected public policy and a responsible use of taxpayers’ money. 


The program activity contributed to the Department’s central agency role through its work with 
other departments and agencies. For example, the Department worked with the Canadian Coast 
Guard in the development of Phase II of its fleet renewal strategy, which led to the provision of 
$324 million to the Canadian Coast Guard to purchase six large vessels to avoid further 
deterioration of these assets. Funding for the Small Craft Harbours Program was also stabilized 
through the December 2006 renewal funding of $20 million annually, allowing Fisheries and 
Oceans Canada to maintain its core fishing harbours in good working condition. 


2. Sound advice to the Minister on economic proposals 


The program activity fulfils the challenge function of the Department by assessing and providing 
sound policy advice to the Minister of Finance on the financial implications of the government’s 
microeconomic policies and programs and proposals for program funding. 


The Department worked with other departments to implement the commitments made in 
Advantage Canada to advance the Knowledge Advantage and the Entrepreneurial Advantage. 
The Department made important contributions to the development of a new comprehensive 
science and technology strategy, Mobilizing Science and Technology to Canada’s Advantage, 
that aims to generate science and technology leadership for Canada, based on strong public- and 
private-sector commitments to research excellence. The Department’s work led to the inclusion 
in Budget 2007 of significant new resources for science and technology, for example: 


¢ new funding for research at universities, colleges, and research hospitals; 


¢ new investments in leading-edge research infrastructure through the Canada Foundation for 
Innovation and CANARIE (Canada’s advanced networking organization); and 


e training of highly qualified personnel through new scholarships and internships. 


The Department also worked to advance a number of initiatives set out in Advantage Canada 
that are aimed at improving the business environment and stimulating private-sector investment 
and innovation. The Department worked with other departments and agencies to advance 
regulatory reform by making government regulations more efficient, timely, and cost-effective, 
while continuing to protect the health and safety of Canadians. This included contributing to the 
introduction of a performance-based regulatory system through the Cabinet Directive on 
Streamlining Regulation, and the government’s initiative to reduce the paper burden by 

20 per cent, both of which were highlighted in Budget 2007. 


The Department also contributed to the implementation of the government’s ecoAction plan, 
providing policy and economic analysis in support of the Regulatory Framework for Air 
Emissions, as well as Budget 2007 initiatives, such as: 
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e aprovincial trust to support measures to reduce air pollution and mitigate climate change; 


e aproduction incentive for renewable fuels and support for the development of 
next-generation technology; and 


e the National Water Strategy. 


In Advantage Canada, the Department identified the important role of trade corridors and 
transportation gateways in facilitating efficient trade and outlined planned efforts to develop a 
comprehensive infrastructure plan that includes funds for national highways, gateways, and the 
construction of a new border crossing at Windsor—Detroit. 


The Department also worked with other departments and agencies to implement a number of key 
measures introduced in Budget 2007 as part of a new $33 billon long-term infrastructure plan.. 
This new plan includes the enriched Asia—Pacific and Corridor Initiative, a dedicated fund for 
gateways and border crossings, and the new Building Canada Fund to support investments in the 
core national highway system and other projects. 


3. Enhanced productivity and economic growth through other governmental initiatives 


In line with other 2006-07 RPP commitments, the Department has contributed to the 
development of the government’s new Regulatory Framework for Air Emissions, a 
made-in-Canada plan that includes mandatory industrial greenhouse gas reduction targets and 
that will help create a cleaner, healthier environment. 


The Department continues to explore ways to promote economic growth and productivity, 
including through additional investments in modern and efficient infrastructure. Reflecting 
consultations with provinces, territories, and other stakeholders, Budget 2007 introduced a new 
set of infrastructure programs centred on a $33 billon long-term infrastructure plan. This plan 
includes funds for large-scale projects such as public transit and segments of the national 
highway system. Additionally, funds have been provided to support new investments in 
gateways and border crossings, including at Windsor—Detroit and the Asia—Pacific Gateway and 
Corridor Initiative, to help reduce travel costs and promote efficient commerce. The plan also 


provides additional support for large cities and smaller municipalities through extended gas tax 
funding. 


With regards to sectoral policies, the Department of Finance Canada worked in collaboration 
with Agriculture and Agri-Food Canada in the development of the next generation of agricultural 
policy that is simpler, more predictable, and more responsive to farmers’ needs (Growing 
Forward). Additional funding of $4.5 billion was provided through Budget 2006 and 

Budget 2007 to help reform agricultural programs and introduce new ones, such as the disaster 
assistance framework (Agri-Recovery) and a new farm savings account (Agri-Invest) to be 
cost-shared with provinces and territories. 


The Department of Finance Canada also worked closely with Fisheries and Oceans Canada 

toward improving the sustainability of Canada’s fisheries and oceans. To that end, Budget 2007 
re-Invested over two years the following sums: $39 million to support fisheries science research; 
$19 million to contribute to keeping Canada’s coastal waters clean as part of the National Water 
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Strategy; and $20 million to ensure that First Nations in the Maritimes and in the Gaspé region of 
Quebec have the capability to more efficiently manage their access to the commercial fishery. 


4. Improved awareness of the requirements and departmental process for conducting 
strategic environmental assessments 


The Department’s 2006-07 RPP committed it to developing a new departmental sustainable 
development strategy (SDS) for 2007-09. The Department of Finance Canada 2007-10 SDS was 
tabled in Parliament in December 2006 and is the third update of the original SDS tabled in 
December 1997. It builds upon the foundation of previous strategies, including key achievements 
in debt reduction, evaluation of environmental tax proposals, strategic environmental assessment, 
and green stewardship. The SDS was shaped by government-wide guidance on federal 
sustainable development goals and greening government operations, and benefitted from 
consultations undertaken by the Department to get a better understanding of how the 
Department’s actions and proposals are seen by stakeholders and those involved in sustainable 
development. 


The program activity continued to promote awareness throughout the Department of the need to 
undertake strategic environmental assessments in accordance with the Cabinet Directive on the 
Environmental Assessment of Policy, Plan and Program Proposals. Specifically, in the fall 

of 2006, the Department hosted a representative from the Canadian Environmental Assessment 
Agency to provide a briefing to all interested departmental staff on strategic environmental 
assessment (SEA). A representative subsequently made a presentation to officials on the 

SEA process tailored to the specific role and activities of the Department. 
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Performance measurement 


Expected 
Results / 
Performance 

Measurement 


Performance 
Indicators 


Data Sources 


Frequency 


Target 


Bch 


1. Thorough 
assessment of 
operating and 
capital funding 
related to 
economic 


development and | 
policy proposals | — 


Measures of 
sector-specific 
cost-effectiveness 


2. Sound | 
| advice to the | 
Ministeron _ 
economic 
‘proposals 


Implementation 
of micro- 
economic policy 
directions in the 
government’s 
economic 
agenda 


Statistics Canada 
OECD 


Related to each 
sector 


Target Date 


Budgets and 
economic updates in 
2006-07 


Actual 


— | 


R&D expenditures in 
targeted sectors, 
e.g. R&D 
expenditures for 
health sector in 
universities 
increased by 10% in 
2006 over the 
previous year 


Private-sector 
funding of university 
research (not 
available by sector) 
increased by 10% in 
2006 over the 
previous year 


Performance 
Status 


Successfully met 
expectations 
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Budget and 
economic 
update 


Announcement 
of measures 
that advance 
productivity and 
economic 
growth 


Budgets and 
economic 
updates in 
2006-07 


Development of 
long-term 
economic plan, 
Advantage 
Canada 


Budget 2007 
included new 
resources for 
science and 
technology, 
training and 
education, and 
commitments to 
reduce the 
regulatory 
burden on 
businesses 


Successfully 
met 


3. Enhanced 
productivity 
and economic 


| growth | 


_ through other 


| governmental 
| initiatives 


Fiscally 
responsible 
plans to 
implement the 
initiatives listed 
above 


Budget and 
economic 
update 


Announcement 
of measures 
that advance 
productivity and 
economic 
growth 


Ongoing, 


annual activities 


4. Improved 
awareness of the 
requirements and 
departmental process 
for conducting 
strategic 
environmental 
assessments 


The number of 
strategic environmental 
assessments 
conducted by the 
Department will be 
tracked and monitored 


Departmental inventory 


Annual Annual Annual Annual 


Maintain awareness of 
the departmental 
strategic environmental 
assessment process 


Ongoing, annual 
activities 


Development of 
long-term 
economic plan, 
Advantage 
Canada 


Budget 2007 
included new 
resources for 
science and 
technology, 
training and 
education, and 
commitments to 
reduce the 
regulatory 
burden on 
businesses 


Successfully 
met 


expectations expectations 


The Department has 
developed an SEA 
registry to track and 
monitor SEAs 

Since 2003-04, the 
Department has 
completed 258 SEAs, 
including 93 in 
2006-07 


Successfully met 
expectations 


Department of Finance Canada 


2006-07 Departmental Performance Report 


Program Activity 5: Federal-Provincial Relations and Social Policy 


This program aims to create and maintain a system of federal-provincial-territorial fiscal 
arrangements that will facilitate the funding of national priorities and the provision of reasonably 
comparable public services at reasonably comparable levels of taxation throughout Canada. The 
program focus is on the fiscal and economic implications of federal-provincial-territorial fiscal 
arrangements as well as the provision of advice on social policies and programs, including health 
care, employment insurance, post-secondary education, immigration, housing, Aboriginal and 
cultural programs and benefits, justice, and programs for seniors, persons with disabilities, and 
children. Program activity includes ongoing communication and consultations within the 
Department, with central agencies and other federal government departments, as well as with 
provincial and territorial governments, stakeholders, academics, experts, and individual 
Canadians. It also includes the provision of analysis and advice to the Minister of Finance and 
senior government officials to assist in the preparation for meetings of Cabinet and its 
committees, as well as federal-provincial-territorial meetings, and in preparation of policies and 
proposals for the annual budget and fiscal updates. The program is also responsible for preparing 


legislation and regulatory changes related to the federal-provincial-territorial fiscal arrangements, 
as required. 


Financial resources ($ thousands) 


Difference 


Priority Supported 


Implementation of a new formula for Equalization and TFF 


Determine the most appropriate arrangements for post-secondary 
education and training 


Effective implementation of government social policy priorities 


Sound Social 
Policy Framework 


The work under this program activity supports the Department’s commitment to creating a sound 
social policy framework by contributing to the government’s efforts to meet its objectives 
regarding the quality of Canada’s communities, health care, education, and social safety net 
programs and the commitment to equality of opportunity for all citizens. The program activity 
also ensures that federal-provincial-territorial fiscal arrangements are consistent with these 
priorities and allow for the redistribution of wealth across regions of the country through the 
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provision of transfer payments consistent with the government’s commitments. This helps ensure 
that provincial and territorial governments are able to provide services to their residents. 


Whenever possible, the program activity consulted stakeholders (including other government 
departments) in the early stages of the policy development process, as was the case, for example, 
in the process that led to the changes to the CPP announced by federal, provincial, and territorial 
ministers of Finance in June 2006 and legislated as part of Bill C-36, which received Royal 
Assent on May 3, 2007. 


1. Implementation of a new formula for Equalization and Territorial Formula 
Financing (TFF) 


Since 1957-58, Equalization has been Canada’s most important program for reducing fiscal 
disparities among provincial governments. Equalization payments enable eligible provincial 
governments to provide their residents with public services that are reasonably comparable to 
those in other provinces at reasonably comparable levels of taxation. 


TFF is the main transfer program from the Government of Canada to the three territorial 
governments. Although territorial governments have the authority to raise revenues by taxation, 
rentals, and the sale of goods and services, a significant portion of their financial resources 
comes from the federal government through TFF. 


The 2006—07 RPP set out a number of ongoing activities and key commitments for the 
Department to meet in 2006—07. The ongoing activities were to continue to update Equalization 
and TFF information and determine payment levels based on legislation. The key commitments 
for the 2006—07 year were to review the recommendations of the Expert Panel on Equalization 
and TFF; develop advice on a renewed, principles-based Equalization and TFF program; 
undertake consultations with provinces and territories; and prepare legislation and regulatory 
changes and coordinate them with provinces and territories. 


In 2006-07, $11.5 billion was provided to recipient provinces through the Equalization program 
(as planned) and $2.1 billion was provided to territories through TFF (as planned). In 2007-08, 
more than $12.9 billion is to be provided to provinces through Equalization and $2.2 billion is to 
be provided through TFF. 
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TFF Transfers, 1994-95 to 2007-08 ($ billion 


2.5 
2.0 


Abs 
1.0 
na 
0.0 


Source: Department of Finance Canada 


Equalization Transfers, 1994-95 to 2007-08 ($ billion) 


Source: Department of Finance Canada 


With respect to ongoing activities, in 2006-07, interim payments under the Equalization and 
TFF programs were made based on legislation. “Open years” continued to be adjusted by 
incorporating more up-to-date data as they became available. 


The key commitments have, in large part, been achieved, with the introduction in Budget 2007 
(tabled in Parliament on March 19, 2007) of new, principles-based transfer programs. 

Budget 2007 proposals reflect the recommendations of the Expert Panel on Equalization and 
TFF (the O’Brien report, released in June 2006 and available at 
http://www.eqtff-pfft.ca/english/epreports.asp) and the advice received through consultations 
with provinces and territories, academics, stakeholders, and Canadians. Budget 2007 also builds 
on the important principles established in Budget 2006 (tabled May 2, 2006), namely 
accountability through clarity of roles and responsibilities, fiscal responsibility and budget 
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transparency, predictable long-term fiscal arrangements, a competitive and efficient economic 
union, and effective collaborative management of the federation. 


Budget 2007, based on these consultations, along with the O’Brien report and Budget 2006, 
provides for a strengthened and renewed Equalization program. The main elements of the 
renewed Equalization program include a higher Equalization standard, a new approach to the 
treatment of natural resource revenues, a fiscal capacity cap, a simplified measurement of fiscal 
capacity, stable and predictable payments, and fulfillment of the commitments to exclude 
non-renewable resource revenues and respect the offshore accords. 


Budget 2007 will also put in place a long-term legislated TFF arrangement that follows the 
recommendations in the O’Brien report and that was supported by all three territories. The main 
elements of the proposed TFF program include a separate gap-filling formula for each territory, a 
simplified measurement of territorial revenues, improved incentives for territories to develop 
their economies and increase their own-source revenues, and a simplified estimate and payment 
system to increase predictability. 


The final steps in the changes to these programs will be completed in 2007-08. As at March 31, 
2007, Budget 2007 had been tabled in Parliament but had yet to receive Royal Assent. Both the 
Equalization program and TFF have payment amounts set in legislation for 2007—08 and will use 
the new formulas for payment allocation starting in 2008—09. 


Extensive consultations and independent advice from an expert panel proved invaluable to 
fostering a more informed national debate and ensuring the government received comprehensive 
and independent advice regarding important transfer programs. Given the competing pressures 
and different priorities faced by provinces and territories, it was apparent that the goal was not 
complete consensus on new fiscal arrangements, but rather full and transparent exchanges of 
information and advice leading to balanced final proposals. 


2. Determine the most appropriate arrangements for post-secondary education and 
training 


The government made a commitment in the 2006 budget to determine the most appropriate 
arrangements for its long-term funding commitments for post-secondary education and training. 
More specifically, it committed to working with provincial and territorial governments, central 
agencies, other government departments, and external stakeholders to ensure both timely 
decisions with respect to, and implementation of, the commitment to determine funding in the 
areas of post-secondary education and training. 
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As a result of the activity, which included consultations with provincial and territorial 
governments, stakeholders, academics, and Canadians, Budget 2007 proposes to strengthen 
transfers to provinces and territories by: 


¢ providing new investments of $800 million per year for post-secondary education through the 
Canada Social Transfer (CST) and $500 million per year directly to provinces and territories 
for labour market training (starting in 2008-09); 


e including an automatic 3 per cent escalator, effective in 2009-10, to guarantee that the CST 
will grow in line with inflation and population; 


e extending the funding framework for the CST legislation to 2013-14 to provide the 
provinces and territories with stable and predictable support; 


e publicly earmarking federal support for post-secondary education and social programs (based 
on provincial and territorial spending patterns, approximately 25 per cent of the CST has 
been identified as federal support for post-secondary education, while the remaining 
75 per cent will be distributed among other social programs, including support for children); 


¢ moving to equal per capita cash transfers in order to provide comparable treatment for all 
Canadians and eliminate what the O’Brien report referred to as “back door” Equalization; 
and 


e finally, ensuring that no province or territory experiences a decline in Canada Health 
Transfer (CHT) or CST cash relative to what that Jurisdiction would have received in 
2007-08, before the implementation of the proposed changes. 


Budget 2007 Investments in the CST ($ billion) 
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@ Base Cash Transfer @ Increased Budget 2007 Funding 


Source: Department of Finance Canada 
3. Effective implementation of government social policy priorities 


This program activity fulfills the challenge function of the Department by assessing and 
providing sound policy analysis and advice to the Minister of Finance on social policy issues, 
including advice on early learning and childcare, post-secondary education, immigration, income 
security, justice and security, health, culture, and Aboriginal people in Canada. 
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The Department worked extensively with other departments to implement the commitments 
made in Advantage Canada to create a Knowledge Advantage. The Department made important 
contributions to the development of measures to strengthen the quality and competitiveness of 
Canada’s post-secondary education system, help Canadians get the skills they need and 
employers want, and ensure that Canada attracts and retains the best and brightest immigrants 
with the skills and knowledge in demand in the labour market. The work of the Department led 
to the inclusion in Budget 2007 of a series of significant new initiatives. Below is a list of 
examples of such initiatives: 


e anannual investment of $500 million, starting in 2008-09, to provinces and territories to 
provide labour market training to help people not eligible for training under employment 
insurance get the skills they need; 

e an expansion of the Aboriginal Skills and Employment Partnership Program to help 
Aboriginal people in Canada receive the skills and employment training that will increase 
their participation in economic development projects across Canada; and 

e helping Canadian-educated foreign students and skilled foreign workers stay in Canada as 
permanent residents, under certain conditions. 


The Department also worked with other government departments to deliver on measures aimed 
at helping people with disabilities, Aboriginal people in Canada, and seniors as well as 
modernizing Canada’s health care system. This work resulted in measures announced in 
Budget 2007, such as the following: 


e the creation of an Enabling Accessibility Fund to help persons with disabilities participate 
fully in their communities; 

e an expansion of the Aboriginal Justice Strategy and increased funding for housing in First 
Nations communities; 

e an additional investment of $10 million per year in the New Horizons for Seniors program; 
and 


e significant funding to support patient wait times guarantees and to protect women from 
HPV/cancer of the cervix. 


The Department contributed to the development of several measures aimed at enhancing the 
security of Canadians, such as increased funding to enhance the effectiveness of the operations 
of the Canadian Security Intelligence Service, additional funding to update the infrastructure of 
Correctional Service Canada, and the implementation of a new National Anti-Drug Strategy. 
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Performance measurement 


Performance 
Measurement 


Performance 
Indicators 


Data Sources 


Frequency 


Target 


Target Date 


Actual 


Expected Results / 


1. Implementation of a 
new formula for 
Equalization and TFF 


Research, analysis, and 
advice with respect to 
Equalization and TFF 


Bring forward proposals 
on renewed programs 


Various (budgets, 
Economic and Fiscal 
Updates, consultation 
reports, etc.) 


Ongoing 


Timely and accurate 
research, analysis, and 
advice 


Ongoing 

Proposals for renewal 

intended to be brought 
forward for inclusion in 
Budget 2007 


Developed and 
analyzed policy for 
Budget 2006 and 
provided policy advice 
based on analysis of the 
Expert Panel’s report; 
proposals tabled as part 
of Budget 2007 
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2. Determination of the 
most appropriate 
arrangements for 
post-secondary 
education and training 


Bring forward proposals 
on renewed 
arrangements 


Various (budgets, 
Economic and Fiscal 
Updates, bilateral and 
multilateral agreements, 
consultation reports, 
etc.) 


Ongoing 


Timely and accurate 
research, analysis, and 
advice to determine 
appropriate funding in 
the areas of 
post-secondary 
education and training 


Proposals for renewal 

intended to be brought 
forward for inclusion in 
Budget 2007 


Increased and 
earmarked funding for 
post-secondary 
education announced in 
Budget 2007; New 
Labour Market 
Architecture, including 
transfer of Employment 
Insurance Part II 
programming and new 
labour market program, 
announced in the 
2007 budget 


3. Effective 
implementation of 
government social 
policy priorities 


Timely implementation 
of programs related to 
the government's social 
policy priorities 


Main and 
Supplementary 
Estimates for other 
departments 


Annual/ongoing 


Policy development and 
timely rollout of 
initiatives and related 
funding of government 
social and economic 
policy priorities 


Ongoing 


Measures were 
announced in the 2007 
budget to support 
progress on Advantage 
Canada 


Departments are at 
various stages of 
implementation 
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1. Implementation of a 
new formula for 
Equalization and TFF 


Expected Results / 
Performance 
Measurement 


most appropriate 
arrangements for 
post-secondary 


Funding under the 
proposed renewed 
programs would start in 
2007-08 


new labour market 
program to start in 
2008-09. Discussions 
with the remaining five 


are underway to 
complete transfer of 


Performance Status Successfully met 
expectations 
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2. Determination of the 


education and training 


Date of Actual Budget 2006 The 2007 budget 
(May 2, 2006) proposed new 
Budget 2007 post-secondary 
(March 19, 2007) education funding and 
funding for the proposed 


provinces and territories 


El Part Il programming 


Successfully met Successfully met 
expectations expectations 


3. Effective 
implementation of 
government social 
policy priorities 


2007 budget for most 
measures (such as the 
new avenue to 
immigration to Canada, 
temporary foreign 
workers program, labour 
market and training, 
post-secondary 
education, Aboriginal 
programs, National 
Anti-drug Strategy) 
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Program Activity 6: International Trade and Finance 


Canada’s economic performance and future prosperity depend on trade and investment flows 
supported by high-standard multilateral, regional, and bilateral trade and investment rules and 
agreements. The aim of this program activity is to secure access to key markets for Canadian 
exporters and investors, and to reduce tariffs where possible in order to enhance the 
competitiveness of domestic industries and expand commercial opportunities for them. 

The program manages the Department’s participation in international economic, trade, and 
financial institutions, including the Organisation for Economic Co-operation and Development, 
the World Trade Organization (WTO), the IMF, the World Bank Group, and the European Bank 
for Reconstruction and Development, as well as international groups such as the G7, G20, and 
the Asia—Pacific Economic Cooperation forum (APEC). 


Financial resources ($ thousands) 


Planned Spending 


International Trade 


|. Priority Supported 
Stronger international trading system and more open markets Sustainable Economic Growth 
Policy positions and proposals that improve prospects for global 
economic and financial stability and better financial governance Effective International Presence 


Effective international initiatives to strengthen developing economies | Effective International Presence 


The work under this program activity contributes to the departmental priorities of sustainable 
economic growth and effective international presence by working to improve Canada’s overall 
economic performance through a stronger international trade and investment system that opens 
markets, enhances competitiveness of domestic industries, and expands access for Canadian 
exports to and investment in major foreign markets. The program activity also enhances 
Canada’s international presence by advancing Canadian leadership in international forums such 
as the G7 and G20, and by providing policy direction to international financial institutions such 
as the IMF and World Bank. In addition, the Department contributes to international initiatives to 
improve outcomes in the developing economies through effective use of international assistance, 
debt relief, and other means and the provision of payments consistent with the Department’s 
commitments. 
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Expected results 
1. Stronger international trading system and more open markets 


The Minister received advice on proposals to enhance Canadian competitiveness through a range 
of trade policy instruments and budgetary efforts. In particular, departmental officials worked 
with other government departments to develop a new approach to international trade policy to 
enhance Canadian business participation in global market opportunities. Budget 2007 announced 
the Global Commerce Strategy to support an expansion of our bilateral trade network, strengthen 
our competitive position in the U.S. market, and extend Canada’s reach to new markets. 


The Department also plays a key role in the SPP initiative in terms of policy perspectives and 
overall budgetary considerations. The Department leads or co-leads Canadian delegations in 
SPP working groups such as the North American Steel Trade Committee and the working group 
on the North American Free Trade Agreement NAFTA) rules of origin. Based on the output of 
the rules of origin working group, the Department has implemented more liberal rules of origin 
covering more than U.S.$35 billion in total trilateral trade, which will improve the 
competitiveness of Canadian industries by reducing transaction costs and facilitating 
cross-border movement. (See http://www. international.gc.ca/nafta-alena/amendment- 
401-06-en.asp.) Officials of the three NAFTA partners are currently finalizing plans to further 
liberalize NAFTA rules of origin. . 


The Department remained actively engaged in the WTO negotiations and dispute resolution 
during 2006-07, particularly in areas of Department of Finance Canada responsibility (trade 
remedies and non-agricultural market access negotiations). The Department leads on behalf of 
Canada in the WTO Negotiating Group on Rules (trade remedy issues) and has focussed its work 
on strengthening international subsidy disciplines. Information on Canada’s role in the 

WTO negotiations can be found at http://www. international.gc.ca/tna-nac/current-en.asp#neg. 
Departmental officials also participated in ongoing trade negotiations with the Republic of 
Korea, Singapore, and four Central American countries (El Salvador, Guatemala, Honduras, and 
Nicaragua). 


Given the Department’s responsibility for the Customs Tariff and other import legislation, 
officials continued to play a key role in bilateral and regional free trade agreements. In particular, 
officials participated in the free trade agreement negotiations with European Free Trade 
Association countries (Norway, Iceland, Switzerland, and Liechtenstein), which led to the 
announcement of an agreement in June 2007. 

(See http://www. international.gc.ca/tna-nac/efta-en.asp.) 


The Department also works to enhance the competitiveness of Canadian industry through tariff 
relief measures and the assessment of the impact of trade remedy measures on the Canadian 
economy. In 2006-07, the Department approved 15 requests for tariff elimination on specific 
products and completed its work to eliminate duties on a very large number of textile products, 
which resulted in a total amount of ongoing duty relief of about $18 million, in addition to the 
$39 million of duty relief provided in 2005-06. Three remission orders were also approved, 
providing duty relief on a temporary basis of approximately $53 million. 
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Officials also participated in the negotiation of foreign investment protection and promotion 
agreements (FIPAs) with India, Peru, China, and six newly acceded European Union member 
states. The FIPAs with India and Peru were subsequently successfully concluded in June 2007. 
(See http://w01 international. gc.ca/MinPub/Publication.aspx?isRedirect=True& Language=E& 
publication_id=385226&docnumber=82.) FIPAs encourage investment by providing a legal 
framework for investment that ensures market access in some sectors and provides access to 
international dispute settlement procedures when needed. 


In 2006-07, the Department negotiated the revised Aircraft Sector Understanding of the 
Arrangement on Officially Supported Export Credits (ASU). The main parties to this agreement 
are the U.S., European Community, Canada, Brazil, and J apan. The Agreement levels the 
playing field in aircraft sales financing support and will facilitate access to predictable and 
competitive sales financing terms for Canadian manufacturers. As part of this process, the 
Department worked closely with Foreign Affairs and International Trade Canada, Export 
Development Canada, the Government of Quebec, and industry representatives. 


2. Policy positions and proposals that improve prospects for global economic and financial 
stability and better financial governance 


Support was provided for the Minister’s participation in and contribution to international 
initiatives aimed at improving global economic and financial stability, and better financial 
governance. 


International organizations in which the Minister and the Department participate include the G7, 
G10, and G20 finance ministers’ forums, the IMF, the World Bank, the EBRD, the OECD, 
APEC, the Western Hemisphere Finance Ministers’ meetings, the Commonwealth finance 
ministers’ meetings, and numerous bilateral partnerships with other countries and regional 
groups. 


In addition, through its ongoing activities, the Department participates in discussions at the 
executive boards of the IMF and the World Bank on country issues, thematic issues, and the 
global economic outlook. 


In 2006-07, the Department: 


e provided leadership on the IMF’s reform agenda, including the IMF quota reform, which will 
help ensure that the IMF remains a relevant, effective, and representative institution (see the 
Department’s report on IMF operations at http://www. fin.ge.ca/toce/2007/bretwd06_e.html): 


¢ organized and hosted an important G20 seminar to develop key policy options on issues such 
as the impact of high resource prices on the macroeconomic outlook, the importance of 
well-functioning energy and resource markets, and the need for effective management of 


resource endowments; 


¢ promoted an initiative to achieve mutual recognition of securities market regulatory 
frameworks throughout the G7 to provide greater choice to investors and allow stock 
exchanges to broaden their customer base; 
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e provided support to the Extractive Industries Transparency Initiative that, by making oil, gas, 
and mining activities more transparent by publicizing payments and revenues, will encourage 
improved government accountability and long-term economic sustainability (see 
http://www. fin.gc.ca/news07/07-012e.html); and 


e maintained the network of finance counsellor positions abroad and expanded it with a new 
finance counsellor position in Beying. . 


The Department provided policy advice on the operations and policies of other government 
departments with a primarily international mandate, including the announcement in Budget 2007 
of funding for Foreign Affairs and International Trade Canada to enhance the critical 
infrastructure of foreign missions and help ensure the safety and security of Canada’s diplomats. 
The Department also provided analysis and advice on the allocation of new international aid 
money provided in Budget 2006 and Budget 2007. The additional funding will be used to 
support a new global health initiative called the Advance Market Commitment, as well as the 
Global Fund to Fight AIDS, Tuberculosis and Malaria, and the Global Polio Eradication 
Initiative; to finance crises through the Exogenous Shocks Facility; and to provide development 
assistance in Afghanistan. 


The Department also laid out a strong agenda in Budget 2007 to make existing aid resources go 
further by enhancing their focus, improving their efficiency, and increasing accountability. 

The Department continues to work interdepartmentally to develop a comprehensive aid reform 
strategy, benchmarked against other G7 countries, as well as to allocate new aid money within 

the International Assistance Envelope for 2007-08. 


3. Effective international initiatives to strengthen developing economies 


The Department participated in all Paris Club meetings with a view to implementing debt relief 
initiatives consistent with Canadian international policies and supporting debtor countries’ active 
debt management activities. 


In the 2006-07 fiscal year, the government agreed to provide debt relief to Haiti after it made 
progress toward political and macroeconomic stability. In addition, the government cancelled all 


debt owed to Canada by Cameroon after it graduated from the Heavily Indebted Poor Countries 
Initiative. 


The government also agreed to a proposal from Russia to prepay its Paris Club-rescheduled 
debt. Given Canada’s strong active support for the rebuilding of Afghanistan, the Department 
participated at the debt relief negotiation between the country and its Paris Club creditors. 


The Department plays a leading role in Canada’s delivery of debt relief and began coordinating 
with other international creditors in 2005 to cancel a significant amount of debt owed by the 
world’s poorest and most heavily indebted countries. In fiscal year 2006-07, Canada and the rest 
of the G8 endorsed and implemented a multilateral debt relief agreement, known as the 
Multilateral Debt Relief Initiative (MDRI), that will cancel U.S.$60 billion in debts owed by 


poor countries. The government committed C$51.2 million annually to the Department of 
Finance Canada’s share of MDRI-related costs. 
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Through the development and implementation of this initiative, Canada, together with the 
international community, will continue to significantly reduce the debt burdens of poor countries 
to sustainable levels. Freed-up resources from debt relief can then be used to finance the 
countries’ social-sector spending and poverty reduction priorities to help them reach their 
long-term development goals. 


In Budget 2006, the government allocated new funding to the Exogenous Shocks F acility to 
support low-income countries facing balance of payments crises due, for example, to a natural 
disaster or sharp commodity price rises. 


In the 2006-07 fiscal year, the Department played a key role in the development of a 
whole-of-government response to the crises in Lebanon and Sudan, for which Crisis Pool 
funding was provided. Although the Crisis Pool has allowed Canada to quickly respond to major 
unforeseen crises, while insulating the fiscal framework from unpredictable demands, there are 
still areas where improvements can be made. These are often a result of the complex nature of 
Canadian involvement in emergency situations, such as in Sudan. The Department will seek 
ways to further improve its flexibility. 


Section II: Analysis of Performance by Strategic Outcome 6] 


2006-07 Departmental Performance Report 


Performance measurement 


1. Stronger 
international trading 
system and more 
open markets 


Expected Results / 
Performance 
Measurement 


Progress will be 
measured through the 
results of various 
regional, multilateral, 
and bilateral trade and 
investment negotiations 
and initiatives 


Performance 
Indicators 


Policies and 
communiqués in 
international initiatives 
and negotiations 


Data Sources 


Frequency 


Target International meetings 
and negotiations 

Target Date Ongoing 

Actual Canada was actively 


engaged in FIPA 
negotiations with 
several countries and 
continued to make 
progress in these 
negotiations. FIPAs 
with India and Peru 
were subsequently 
successfully completed 


Budget 2007 
announced Canada’s 
Global Commerce 
Strategy to expand our 
bilateral trade network, 
develop a more 
comprehensive trade 
and investment 
relationship with the 
U.S., and expand 
opportunities in 
fast-emerging markets 


Participated in all 
ongoing multilateral, 
regional, and bilateral 


2. Policy positions and | — 
proposals that improve | 
prospects for global _ 
economic and financial — 
| developing — 


stability and better 


financial governance =| 


Policies adopted at 
international financial 
institutions (IFls) and 
promoted by the finance 
ministers’ forums 


Communiqués and 
reports of finance 
ministers’ forums and 
IFI’s 


Ongoing Periodic 


Multiple, depending on 
forum and issue 


Provided leadership on 
the reform agenda of the 
IMF; hosted an important 
G20 seminar 


Promoted an initiative to 
achieve mutual 
recognition of securities 
among G7 countries 


Provided support to the 
EITI; and maintained the 
network of finance 
counsellor positions 
abroad and expanded it 
with a new position in 
Beijing 

Effectively implemented 
changes to the 
International Assistance 
Envelope 

Other policy positions 
promoted and approved 
in 2006-07 include: 


stronger IF| coordination 
to foster application of 


|initiativesto 
| strengthen 


3; Effective oe 2 a oe : 
international = 


Progress will be 
measured through the 
results of various 
bilateral and multilateral 
negotiations and 
initiatives 


Policies and 
communiqués in 
international initiatives 
and negotiations (see 
http://www.fin.gc.ca and 
http://www.clubdeparis. 


org) 
Ongoing 


International meetings 
and negotiations 


Ongoing 


Participated in and, 
when necessary, 
influenced outcomes of 
in all international 
meetings and 
negotiations (e.g. Paris 
Club, and executive 
boards of the IMF and 
World Bank) 


existing international 
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pected Results /_ 
ormance _ 


1. Stronger | 


3. Effective 
international trading | 


2. Policy positions and i) meres 
international 


proposals that improve 


urement = —'| systemandmore _—| prospectsfor global _| initiativesto 
a ‘Open markets — economic and financial | strengthen => 

: 3 Stability and better = | developing 

financial governance | economies peri g, 


trade and investment standards and best 


negotiations practices in the fiscal 
Actively involved in a area and further 

number of initiatives measures to strengthen 
under the SPP, good governance in 
including liberalization | Public finance 

of NAFTA rules of Ongoing commitment to 
origin fighting money 
Participated in and, laundering, terrorist 
when necessary, financing, and other illicit 


influenced outcomes of | financing 
all OECD meetings and | Advance Market 
negotiations Commitment Pilot . 


Governance and 
Anti-Corruption Strategy 
of the World Bank 
Ongoing work to improve 
the debt sustainability 
framework of the World 
Bank and the IMF 


Ongoing 


Date of Actual Agreement with India Ongoing 


concluded in June 2007 
Budget in March 2007 


Performance Status | Successfully met Successfully met Successfully met 
expectations expectations expectations 
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Program Activity 7: Public Debt 


The Department is responsible for the management of the government’s debt program, including 
the design and implementation of the debt strategy and the payment of interest costs on existing 
debt instruments and the servicing costs for new borrowings. The Financial Administration Act, 
Part IV, provides authority to the Minister of Finance to borrow in financial markets. The 
actively managed market debt instruments of the government include bonds, Treasury bills, 
Canada Savings Bonds, and foreign currency liabilities. (Public debt costs also include the 
government’s pension plan liabilities, which are not actively managed.) 


The Department also assists the Minister in governing the borrowing activities for the major 
government entities that are backed by the full faith and credit of the government, such as agent 
Crown corporations and similar entities. Ministerial approval of borrowing plans, as required 
under the Financial Administration Act, ensures their borrowing 1s cost-effective and in keeping 
with the principles of prudent risk management. This program activity enables the government as 
a whole to limit the overall cost of interest on government debt. 


Financial resources ($ thousands) 


Planned Spending _ 


34,395,000 34,108,504 


Human resources (FTEs) 


. Planned 


Stable low-cost financing for the Government of Canada 


Sound 
Fiscal 
Management 


A well-functioning market in Government of Canada securities* 
* Costs are reported under the Financial Sector Policy program activity 


A cost-effective retail debt program 


This program activity supports the sound fiscal management priority of the Department by 
ensuring that debt costs are kept low and stable over time. Debt service is the largest spending 
program of the federal government. The prudent and effective management of the government’s 
debt continues to be an important element of the Department’s strategy for sound fiscal 
management. The focus for 2006-07 has been on reviewing and evaluating the effectiveness of 
debt management and Treasury management frameworks and programs. The Department also 
has worked to implement changes to the retail debt program to enhance cost-effectiveness. 


Changes to the government’s fiscal needs pose strategic and operational challenges for debt and 
cash management, which are carried out through the maintenance of diversified, flexible 
borrowing programs. Operational risks are addressed through business continuity planning. 


64 Department of Finance Canada 


2006-07 Departmental Performance Report 
ee ea efor ReOrt 


Failure to maintain a well-functioning market can affect both the government and market 
participants. Risks are managed through the maintenance of strict auction participation rules, 
flexibility to adjust issuance, and active market surveillance 


Expected results 
1. Stable, low-cost Government of Canada borrowing 


The government’s operational needs are met through borrowing from capital markets. 
The government’s debt structure (the mix of fixed- and floating-rate debt) is managed to ensure 
that debt costs are kept low and stable over time. 


In 2006-07, debt strategy operations and initiatives continued to focus on adjusting the structure 
of the debt and on maintaining a well-functioning market for Government of Canada securities in 
an environment of declining borrowing needs. Notable results include the following: 


e the continuation of the orderly adjustment of the fixed-rate share of the debt stock from 
66 per cent fixed to the 2007-08 target of 60 per cent an adjustment that is expected to be 
completed in 2007—08 and thereafter to provide estimated debt-cost savings of $500 million 
per year, on average; 


e the decision, announced in Budget 2007, to consolidate the borrowings of agent Crown 
corporations (Business Development Bank of Canada, Canada Mortgage and Housing 
Corporation, and Farm Credit Corporation) to reduce costs and enhance the liquidity of the 
Government of Canada securities market; and 


e the completion of an external review of Receiver General cash management, which was 
generally favourable with respect to the government’s current polices and practices in this 
area. The evaluation report is posted on the Department of Finance Canada’s website 
(see http://www. fin.gc.ca/efa/Report2006_e.html). 


Performance information is also available in the results of auctions (posted on the Bank of 
Canada’s website) and the level of liquidity and trading in the secondary market. The Debt 
Management Report (see http://www. fin.gc.ca/purl/dmr-e.html) includes a section dedicated to 
debt, cash, and reserves management measures. 


2. A well-functioning market in Government of Canada securities 


A well-functioning wholesale market in Government of Canada securities benefits the 
government and a wide range of market participants. For the government as a debt issuer, a 
well-functioning market attracts investors and ensures that funding costs are kept low. For 
market participants, a liquid and active secondary market in government debt provides risk-free 
assets for investment portfolios, a pricing benchmark for other instruments, and a primary tool 


for hedging risk. 
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Results achieved in this area include the following: 


e the decision to consolidate Crown corporation borrowing (see | above), which supports a 
well-functioning market in an environment of declining borrowing needs; 


© continued reduction of operational turnaround times, which lowers risk for auction 
participants; and 


© continued transparency and public engagement on debt program issues through market 
consultations and presentations, departmental publications on debt management (see 
http://www. fin.gc.ca/access/fininste.html#Markets), and notices on the Bank of Canada’s 
website (http://www.bank-banque-canada.ca/en/notices_fmd/index.html), all of which 
promote informed decisions by investors and greater participation in the Government of 
Canada securities market. 


3. A cost-effective retail debt program 


In October 2006, the government celebrated the 60th anniversary of Canada Savings Bonds 
(CSBs), and the CSB advertising campaign continues to be one of the most recognized 
Government of Canada programs. As in prior years, the government sold CSBs and Canada 
Premium Bonds over a six-month period from October 2006 to April 2007. Sales were made 
through two channels: payroll and cash through financial institutions and directly from the 
government. 


Retail debt sales for 2006-07 were $1.9 billion. Payroll sales increased slightly from the prior 
year, while cash sales remained low in the face of a highly competitive marketplace. Taking into 
account redemptions of $4.0 billion, the overall retail debt portfolio fell from some $17.3 billion 
to about $15.1 billion. The decline was directionally in keeping with the overall decline in 
federal government indebtedness and an environment of lower interest rates and increased 
competition from private-sector retail instruments. Detailed information on program outcomes 
will be available in the 2006-07 debt management report (see http://www. fin.gc.ca/purl/ 
dmr-e.html) that will be tabled in Parliament and posted on the website of the Department shortly 
after the publication of the Public Accounts in the fall. 


In the context of focussing on the priorities of Canadians by streamlining programs, the 
government decided to rationalize the administration of the retail debt program by winding up its 
special operating agency, Canada Investment and Savings, and transferring its functions back to 
the Bank of Canada and the Department. On March 31, 2007, the rationalization was undertaken 


to reduce program costs and is expected to produce future administrative cost savings of some 
$5 million per year. 


Total expenditures for the retail debt program were $87.8 million, $3.2 million below the 
detailed expenditure plan of $91.0 million and well under the budgetary cap of $105.0 million 
for 2006-07. This represents the seventh consecutive year of expenditure reduction. 
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Performance measurement 


| 4. Stable low-cost 
| financing for the : 
| Government of Canada 


cost-effective _ 
retail debt a 
| program (RDP) | 
RDP budget of 
$105,045,000 


| 2. Awell-functioning 
_| market in Government of 


Measures of market 
performance (e.g. turnover, 
trading spreads) 


Measures of operational 
performance (e.g. interest 
costs, fixed-floating shares 
of debt, average term to 

maturity) 


Fiscal Monitor, Debt - Debt Management Report 
Management Report 


Stable low-cost financing Liquid markets for Manage the RDP 


Government of Canada within the budget 


Target 
securities of $105,045,000 


Stable low-cost financing Liquid markets for Total expenditure 


Government of Canada was $87.8 million 
Performance Status Successfully met 
expectations 


Performance 
Indicators 


RDP expenditures 


securities with further 
savings to be 
obtained in future 


Successfully met On track to meet 
expectations expectations 
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Program Activity 8: Domestic Coinage 


The Department provides advice to the Minister on the currency system, which involves the 
production of bank notes by the Bank of Canada and circulating coinage by the Royal 
Canadian Mint. This entails the negotiation and oversight of the payment of production and 
distribution costs in the domain of domestic circulating coinage. 


E . 2 
Financial resources ($ thousands) 


A supply of coinage at a reasonable cost Sound Fiscal Management 


This program activity supports the sound fiscal management priority of the Department by 
ensuring that domestic circulating coinage continues to be supplied to the economy at a 
reasonable cost. 


Priority 1: Sound fiscal management 
Expected results 
1. A supply of coinage at a reasonable cost 


The Department of Finance Canada buys domestic circulating coinage from the Royal Canadian 
Mint and resells it to financial institutions. In 2006—07, owing to increased demand for coins in 
the economy, the volume and overall cost of coin production was significantly higher than in 
previous years. Details on the volume of coin production in 2006 can be found in the Mint’s 


annual report (http://www.mint.ca/royalcanadianmintpublic/index.aspx?RequestedPath=/en-CA/ 
Home/default.htm). 


The Department and the Mint work together to ensure that the supply of coinage meets the needs 
of the economy. In 2006-07, the Department and the Mint operated under a new memorandum 
of understanding (MOU) that provided the Mint with incentives to enhance productivity and 
efficiency with respect to the production and distribution of circulation coins. Under the new 
arrangement, the Mint was able to significantly reduce unit production costs. 


During the year, the Mint also produced four commemorative coins that were well received by 


Canadians. The demand for these coins from collectors increased the amount of seigniorage 
earned by the Government of Canada. Seigniorage is the net revenue derived from the issuance 


2. See Note 7, Table 1, for an explanation of the variance. 
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of currency. It is the difference between the face value of coins produced and the cost of 


producing and distributing them. Seigniorage on all circulating coinage is estimated to be 
$67 million in 2006-07. - 


Performance measurement 


eto 1. A supply of coinage at a reasonable cost to meet the needs of 
rmance Measurement _ ise 


Performance Indicators Regular audit of payments to the Mint for domestic coinage supply and 
distribution 


Frequency As required 


Reais; 


Target Efficient coinage system 


Target Date Ongoing 


Actual Needs of economy met at lowest cost 


Performance Status Successfully met expectations 
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Program Activity 9: Transfer Payments to Provinces and Territories 


This program activity administers transfer and taxation payments to provinces and territories in 
accordance with legislation and negotiated agreements to provide for fiscal equalization and 
support for health and social programs and other shared priorities. The transfer and taxation 
payments include several elements: 


e Equalization and TFF are unconditional transfer payments made to provincial and territorial 
governments in accordance with the constitutional commitment to enable provinces to 
provide reasonably comparable levels of public services at reasonably comparable levels of 
taxation and the commitment to territorial governments to support the provision of services 
in the North, taking into account the higher costs. 


e The Canada Health Transfer provides support for health care to provincial and territorial 
governments in support of the government’s commitment to maintain the national criteria 
and conditions of the Canada Health Act (comprehensiveness, universality, portability, 
accessibility, and public administration) and the prohibitions against user fees and 
extra-billing. 


e The Canada Social Transfer (CST) provides support to provincial and territorial governments 
to assist them in financing post-secondary education, social assistance and social services, 
and support for children. The CST also supports the government’s commitment to prohibit 
minimum residency requirements for social assistance. 


e In addition, this program activity administers a number of smaller government commitments 
to provide additional support to provinces and territories, including the Wait Times 
Reduction Transfer, Alternative Payments for Standing Programs, the Youth Allowances 
Recovery program, statutory subsidies, the 2005 Arrangement between the Government of 
Canada and the Government of Newfoundland and Labrador on Offshore Revenues, the 
2005 Arrangement between the Government of Canada and the Government of Nova Scotia 
on Offshore Revenues, and a number of third-party trust funds that provide targeted support 
for health, post-secondary education, and other priorities. (Natural Resources Canada 
administers offset payments to Newfoundland and Labrador under the Canada- 
Newfoundland Atlantic Accord Implementation.) 


Financial resources ($ thousands) 


Planned Spending CT 
38,631,828 


Authorities Actual Spending 


38,441,221 38,441,221 


Financial support for Canadian provinces and territories to assist 
them in providing public services, universally accessible health care 
services, post-secondary education, and social assistance Policy EXRiG vor 


Sound Social 
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These transfers to provinces and territories contribute to the strategic outcome and priorities of 
the Department by supporting the broad Sound Social Policy Framework, as described in the 
report on plans and priorities. These transfers provide significant support 'to provinces and 
territories, assisting them in providing important programs and services for Canadians, including 
health care, education, social programs, and infrastructure. Further, the government-wide priority 
to restore the fiscal balance is addressed through the enhancement to the transfer programs 
proposed in Budget 2007. 


1. Financial support for Canadian provinces and territories to assist them in providing 
public services, universally accessible health care services, post-secondary education, 
and social assistance 


The Department successfully undertook all the ongoing activities described in the 2006-07 RPP. 
The objective for 2006-07 was to ensure that the various acts and regulations governing the 
programs were followed. The Department successfully met this objective. 


The Federal-Provincial Fiscal Arrangements Act and related regulations establish Equalization 
and TFF payment amounts for 2006-07 and require that the Department issue two re-estimations 
of CHT and CST payments each year of all “open years,” incorporating more up-to-date data as 
available. In addition, the legislation specifies that payments to provinces and territories for 
major transfers be made monthly. Over the course of 2006-07, CHT and CST estimates of 
payments were calculated and released on a semi-annual basis, in the spring and fall. Updated 
information was provided to provinces and territories, as well as to Parliament, the media, and 
the public. Payments were also made ona bimonthly basis to provinces and territories, as 
outlined in the legislation and regulations. 


Payments made under the various transfer programs are an important source of revenue for 
provincial and territorial governments. In 2006-07, major transfers totalled about $62.5 billion, 
including Equalization payments to eight provinces, totalling $11.5 billion, and TFF payments to 
the three territories, totalling $2.07 billion. 


The CHT and CST provided additional support of nearly $49.2 billion and included both a tax 
and cash component. Total entitlements to provinces and territories are provided on a per capita 
basis directly to provincial or territorial finance departments and treasuries, reflecting the cash 
levels and tax transfer calculations set out in legislation. The value of the tax transfers provided 
to provinces and territories in lieu of cash payments in the 1960s and 1970s continues to be 
measured annually as part of the overall support for health and social programs. In 2006-07, the 
CHT provided $20.1 billion in cash support and $12.7 billion through tax transfers, totalling 
nearly $32.9 billion. The CST provided $8.5 billion in cash and $7.8 billion in tax transfers, 
totalling $16.3 billion. The Wait Times Reduction Transfer provided additional, targeted support 
of $1.2 billion. (Note that Equalization associated with the tax transfers under the CHT/CST is 
included in both the CHT/CST and Equalization. The total transfer figure, $62.5 billion, has been 
reduced by $1.3 billion to avoid double counting.) 
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Federal Transfers, 1994-95 to 2007-08 ($ billion) 


80 


@ CHST, CST, CHT, HRT @EQ G@TFF OWTR 


Source: Department of Finance Canada 


As part of this regular payments process, the Department also administers various trust funds, 
including trusts established as part of Budget 2006, and will be responsible for the proposed 
Clean Air and Climate Change Trust, the Patient Wait Times Guarantee Trust, the Transition 
Trust, and the HPV Immunization Trust proposed in Budget 2007. It also administers several 
important loans and deferral arrangements currently in place, including the Equalization 
Repayable Floor loan, deferral of the effects of Census 2001 and Census 2002 taxation data 
(Equalization and CHST), and deferral of the impact of new residential net capital stock data 
(Equalization) on Quebec. 


With respect to the key commitment to implement new formulas for Equalization and TFF, upon 
Royal Assent, the formulas introduced in Budget 2007 will be used for 2008-09 payments. 
Regulations for 2008-09 and future years will need to be developed. 


To further ensure the integrity of transfer payments, the Office of the Auditor General of Canada 
audits all transfers to provinces and territories on an annual basis. 
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Performance measurement 


Expected Results / 


pe Financial support for Canadian provinces and territories to assist 
Performance Measurement 


them in providing public services, universally accessible health 
care services, post-secondary education, and social assistance 


Timely and accurate administration of transfer payments 
Public Accounts of Canada 


Payments must be made according to levels and formulas set out in 
legislation 


Performance Indicators 


Data Sources 


Frequency 


Target Date Bimonthly payments, as well as semi-annual estimates and annual 


reviews 


Provided accurate and timely payments to provinces and territories 
pursuant to legislation 


Performance Status Successfully met expectations 
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Program Activity 10: International Financial Organizations 


This program activity is responsible for administering Canada’s international financial 
commitments aimed at improving outcomes in the developing economies. The program activity 
also administers transfer payments, in cooperation with Export Development Canada and the 
Canadian Wheat Board, to provide debt relief to developing countries as agreed to at the 

Paris Club. In addition, the program activity administers the issuance and encashment of demand 
notes and capital subscriptions for Canada’s commitments with international financial 
institutions, such as the International Development Association, the IMF, and the EBRD to 
provide international assistance to developing countries. 


Financial resources ($ thousands) 


Planned Spending | ~—~—Authorities = oS - Actual Spending 


733,340 Toy ii2 1,006,072 


SA RENen to rintenenonel organizations and Canadian creditors Effective 
consistent with the government’s commitments International 
Presence 


This program activity supports the Department’s priority of an effective international presence 
by contributing to international initiatives to improve outcomes in developing economies. In this 
respect, Canada is committed to finding coordinated and sustainable solutions to the payment 
difficulties experienced by debtor nations. Canada is also strongly committed to reducing the 
debt burdens of the most heavily indebted poor countries to sustainable levels. Canada’s 
participation in both bilateral and multilateral debt relief initiatives has helped recipient countries 
redirect freed-up resources to poverty reduction initiatives to improve the lives of their citizens 
and reach their long-term development goals. Additionally, international financial institutions are 
important partners for advancing Canada’s own foreign and development policy interests and 
promoting Canadian core values of freedom, democracy, and the rule of law. Participation in 
these important global organizations has several benefits. It extends Canada’s reach and 
influence throughout the world by providing Canada with a strong voice as a member and 
leading donor in these institutions. 


Expected result 


1. Payments to international organizations and Canadian creditors consistent with the 
government’s commitments 


The Department provides timely payments, as required, to a wide range of international financial 
organizations and Canadian creditors, consistent with the Department’s commitments, which 


play an important role in mobilizing resources for poverty reduction in low-income and 
least-developed countries. 
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During 2006-07, Canada played a major role in the establishment of the Multilateral Debt Relief 
Initiative (MDRI) that cancels all debts owed by eligible countries to the IMF, the African 
Development Fund, and the International Development Association of the World Bank. The 
MDRI will cancel approximately U.S.$60 billion in debts owed by the world’s poorest countries 
and will free up resources to be used to reduce poverty. Canada has committed to paying its 
share of MDRI-related costs, which amount to $2.5 billion over the 50-year lifespan of the 
Initiative. These costs are funded within the International Assistance Envelope. The Department 
has submitted its Instrument of Commitment and payment schedule to the three international 
organizations delivering MDRI debt relief. 


In 2006-07, Canada provided the scheduled debt relief agreed to at the Paris Club and under the 
Canadian Debt Initiative to Cameroon, Poland, and the Democratic Republic of the Congo. 
Canada also accepted a prepayment proposal made by Russia on its Paris Club-rescheduled debt 
owed to it. 


As part of the 2005—06 fiscal year’s risk-based audit plan, the Department of Finance Canada’s 
Audit and Evaluation Committee authorized a review of administrative controls over 
international obligations and subscription payments under this program activity. The review was 
undertaken during fiscal year 2006-07, and the report is scheduled to be tabled with the 
Committee for approval in the 2007-08 fiscal year. 


Performance measurement 


3 to international organizations and Canadian crec 
witt the government’s commitments _ 


Performance Indicators Timely payments 
Department's financial reporting system 


Target Payments made according to a predetermined schedule or within 
30 days of the invoice being received 

MDRI payments made to appropriate organizations according to the 
respective instruments of commitment 


Canada provided scheduled debt relief to a number of countries and 
worked with other debtor nations to allow for a prepayment of debt 
owed to Canada 

Payments covering Canada’s share of MDRI-related costs were made 
to the IMF, International Development Association, and African 
Development Fund 


Date of Actual 
Performance Status Successfully met expectations 
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Governance 


The following key committees oversee the Department’s governance and decision-making 
processes: 


Executive Committee 


Chaired by the deputy minister, the Executive Committee includes the senior associate deputy 
minister and the assistant deputy minister of each branch. The Executive Committee is 
responsible for the overall stewardship of the Department and exercises decision-making 
authority over a variety of matters, including resource allocation and priority setting. 


Departmental Coordinating Committee 


Chaired by a director general on a rotating basis, this committee provides recommendations to 
the Executive Committee on policy-related issues that fall within the scope of the Department of 
Finance Canada’s mandate. It has representation from each branch at the director general level. 


Management Advisory Committee 


This committee is co-chaired by the senior associate deputy minister and the assistant deputy 
minister, Corporate Services Branch. The Management Advisory Committee makes and reviews 
recommendations to the Executive Committee. Its mandate covers the examination of 
department-wide plans, strategies, policies, and issues related to key administrative matters 
within the Department. 


Audit and Evaluation Committee 


The Audit and Evaluation Committee (AEC) approves the internal audit plan and associated 
resources based on a sound assessment of risks facing the Department. The AEC also approves 
evaluation plans for the Department. At the end of each internal audit and evaluation 
engagement, the AEC reviews and approves the final reports and associated management action 
plans and ensures that the results of internal audits and evaluations are incorporated into 
departmental priority-setting, planning, and decision-making processes. This committee is 
chaired by the deputy minister and meets on a quarterly or as-needed basis. 
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Financial Performance 


This section provides a summary of the Department’s financial performance, which is reported 
against the Department’s 10 program activities. Corporate administration is distributed among 
the other program activities’ operating costs, based on the percentage share of the operating 
budget in 2006-07. 


The majority of the financial tables present a comparison of “Main Estimates,” “Planned 
Spending,” “Total Authorities,” and “Actual.” “Main Estimates” figures indicate the resources 
requested by the Department at the beginning of the fiscal year in order to deliver the programs 
for which it is responsible. “Planned Spending” is the amount included in the 2006-07 RPP and 
indicates amounts planned for by the Department and will include known events since the tabling 
of the Main Estimates. “Total Authorities” include “Main Estimates” and all other authorities 
approved for the 2006-07 fiscal year. “Actual” reports on total spending during the year as 
presented in the 2006—07 Public Accounts of Canada. 


The remaining tables in this section report on statutory and other requirements. They include the 
table on major regulatory initiatives, a report on the response to parliamentary committees, a 
summary of the sustainable development strategy, and a table on travel policies. 
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Table 1: Comparison of Planned to Actual Spending (including FTEs) 


The following table provides a comparison of the “Main Estimates, 
Authorities,” and “Actual Spending” for 2006— 


Spending” for the past two fiscal years. 


Tax Policy’? 


Economic and 
Fiscal Policy’ 


Financial Sector 


Policy’ * 4 


Economic 


Development and 


Corporate 
Finance 


Federal-Provincial 


Relations and 


Social Policy" ° 


International 
Trade and 
Finance’ 


Public Debt® 


Domestic 
Coinage’ 


Transfer 
Payments to 
Provinces and 
Territories® 


International 
Financial 


Organizations” '° 


Total 


Less: 


Non- ~respendable 


revenue | 
Plus: Cost of 


31,893 


15,576 


gO tien 


12,096 


11,394 


14,938 
33,869,946 


63,993 


37,746,615 


1,454,058 
73,241,234 


6,755,020 


30,594 


14,481 


20,993 


7,540 


14,146 


14,352 
33,535,120 


127,811 


44,160,692 


1,908,470 
79,834,199 


3,694,155 


” “Planned Spending,” “Total 


07, as well as historical figures for “Actual 


30,748 


14,504 


20,444 


7,199 


. 16,690 


15,496 
34,395,000 


83,100 


38,330,000 


733,340 
73,647,077 


N/A 


31,742 


14,973 


21,105 


8,006 


17,229 


15,997 
34,395,000 


83,100 


38,631,828 


733,340 
73,952,320 


185,148 


33,317 


g oy gy fs) 


173,561 


8,402 


18,083 


16,790 
34,108,504 


135,602 


38,441,221 


1,150,112 
74,101,307 


N/A 


: Spending e Authorities. Total Actual 


30,805 


14,500 


101,443 


7,799 


14,497 


14,903 
34,108,504 


135,602 


38,441,221 


1,006,072 
73,875,346 


4,639,937 


services received 
without charge’ 


Total 
Departmental 
Spending* 


17,955 12,385 N/A 13,205 N/A 18,774 


66,504,169 76,152,430* 73,647,077 73,780,377 74,101,307 69,254,182 


Full-time 
Equivalents '° 833 813 N/A 901 N/A 790 


* Due to rounding, figures may not add to totals shown. 
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Variances between “Total Authorities” and “Actual” includes $4.4 million in operating budget surpluses from 
Internal Services allocations primarily attributable to frozen funding of technical accounting adjustment for 
recovery of legal services by the Department of Justice Canada and advertising funds not required for 

Budget 2007. 


Tax Policy program activity additional variances between “Total Authorities” and “Actual” are attributable to 
staff turnover and lower-than-expected costs in relation to the Expert Panel on Disability Savings and delayed 
negotiations on Aboriginal tax matters. 


Financial Policy Sector program activity “Total Authorities” includes the following items not included in 
“Planned Spending”: $69 million of Unused authority for payments to depositors of Canadian Commercial 
Bank, CCB Mortgage Investment Corporation, and Northland Bank pursuant to the Financial Institutions 
Depositors Compensation Act; $2 million for Payment of liabilities previously transferred to revenues; 

$5 million for Advances to the Financial Consumer Agency of Canada; and $76 million for Net loss on 
exchange in relation to re-evaluations of cross-currency swaps. 


Financial Sector Policy program activity variance of “Total Authorities” to “Actual” is primarily attributable to 
the $69 million of Unused authority for payments to depositors of Canadian Commercial Bank, CCB Mortgage 
Investment, and Northland Bank and also includes variances for internal services surpluses an mentioned in 1. 
above and lower-than-expected costs for the final year of the Financial Action Task Force presidency. 


Federal Provincial Relations and Social Policy program activity variance of “Total Authorities” to “Actual” is 
attributable in part to internal services surpluses as mentioned in 1. above and lower-than-expected costs to 
finalize the work of the Expert Panel on TTF and Equalization. 


Public Debt program activity variance of “Planned Spending” to “Actual” is attributable to a 
larger-than-expected decline in the stock of interest-bearing debt. 


Domestic coinage program activity variances from “Planned Spending” to “Total Authorities” and “Actual” are 
due to a higher demand for coinage from the economy and the associated higher cost to produce and distribute 
coinage to meet this higher demand. See Table 6 for a corresponding increase in revenues associated with the 
sale of domestic coinage. 


The Transfer Payments to Provinces and Territories program activity “Planned Spending” primarily includes an 
additional amount not in the Main Estimates of $46,400 thousand for TFF due to data revisions and a 

$225,428 thousand increase in equalization transfer payments. Details on transfer payments can be found in 
Table 10 of this report. Variances between “Planned Spending” and “Total Authorities” and “Actual” is 
primarily attributable to an increase in Alternative Payments for Standing Programs of $182,016 thousand and 
an increase in Youth Allowances Recovery of $7,787 thousand. 


The International Financial Organizations program activity “Total Authorities” includes adjustments for the 
following items not in “Planned Spending”: $44,820 thousand for net loss on exchange for international 
payments; $63,648 thousand for funding available for use from previous years for Payments to the IMF’s 
Poverty Reduction and Growth Facility; $318,270 thousand for issuance and payment of non-interest bearing, 
non-negotiable demand notes to the International Development Association in accordance with the Bretton 
Woods and Related Agreements Act; a reduction of $5,595 thousand for a transfer of Vote 5, Grants and 
Contributions, funding to Foreign Affairs and International Trade Canada: and finally statutory adjustments to 
reflect a reduction in actual authority required of $3,400 thousand for Payments to the IMF’s Poverty Reduction 
and Growth Facility and $974 thousand for issuance of demand notes to the EBRD, Capital Subscriptions. 


- The International Financial Organizations program activity variance between “Total Authorities” and “Actual” 


is primary attributable to a lapse of $83,007 thousand in Vote 5, Grants and Contributions, and mainly due to 
heavily indebted poor countries not meeting the IMF program requirements as per multilateral debt relief 
Initiatives agreed to at the Paris Club and $61,033 thousand of the funding available for use from previous years 
for Payments to the IMF’s Poverty Reduction and Growth Facility. 


Details of the Non-respendable revenue are listed in Table 6 of this report. 

Details of the Cost of services received without charge are listed in Table 4 of this report. 

FTEs has a variance of 111 FTEs from “Planned Spending” to “Actual.” This variance is attributable in part to 
staff vacancies as a result of unexpected leaves (maternity and other), secondments, and employees leaving the 


Department for positions in the private sector or other departments. Additionally, there was a significant 


variance in the Public Debt program activity as a result of the Canada Investment and Savings transfer to the 
Bank of Canada. 
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Table 2: Resources by Program Activity 


The following table details how resources are used in the 2006-07 fiscal year showing the 
budgetary and non-budgetary items by program activity. 


Plus: Non-budgetary 


Loans, 
Investments, 
and 


1 Less: | Total: Net 
Budgetary Reapandable Budgetary 


‘penditures Revenue (1) Expenditures) Advances Total 
Tax Policy 
Main 
Estimates 30,865 — —_— 30,865 TL 30,748 — 30,748 
Planned 
Spending 31,859 — one 31,859 117 31,742 = 31,742 
Total 
Authorities 33,434 — —_— 33,434 11% 39/317 — S317 
Actual 
Spending 30,805 — — 30,805 = 30,805 oe 30,805 
Economic and Fiscal Policy 
Main 
Estimates 14,559 — —_— 14,559 DS 14,504 — 14,504 
Planned 
Spending 15,028 — —_— 15,028 Oe 14,973 — 14,973 
Total 
Authorities LOL TO —_ — 15,770 5D. HLS GI RS: — 13,019 
Actual 
Spending 14,500 —_ —_— 14,500 — 14,500 — 14,500 
Financial Sector Policy 
Main 
Estimates 20,521 = — 20,521 ThE 20,444 — 20,444 
Planned 
Spending Pag Veg be Pe — — 21,182 77 213105 — 21,105 
Total 
Authorities 168,638 ae ie 168,638 77 168,561 5,000 173,561 
Actual 
Spending 96,443 — foe 96,443 me 96,443 5,000 101,443 
Economic Development and Corporate Finance 
Main 
Estimates 7,784 eae — 7,784 29 7,755 — 7,755 
Planned 
Spending 8,035 = — 8,035 29 8,006 — 8,006 
Total 
Authorities 8,431 - = 8,431 ae ee — 8,402 
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Program 

Activity Operating) 

Actual 

Spending 7,799 — — 7,799 
Federal—Provincial Relations and Social Policy 

Main 

Estimates 16,753 _- — OMoS 
Planned 

Spending 17,292 — — 17,292 
Total 

Authorities 1on 4 Ome — 18,146 
Actual 

Spending 14,497 — 14,497 
International Trade and Finance 

Main 

Estimates ileylotsls — — di5o55 
Planned 

Spending 16,056 — —_ 16,056 
Total 

Authorities 16,849 — 16,849 
Actual 

Spending 14,903 = 14,903 
Public Debt 

Main 34,395.00 

Estimates 0 — — 34,395,000 
Planned 34,395,00 

Spending 0 — — 34,395,000 
Total 34,108,50 | 
Authorities 4 — — 34,108,504 
Actual 34,108,50 

Spending 4 — — 34,108,504 
Domestic Coinage 

Main 

Estimates 83,100 — —_ 83,100 
Planned 

Spending 83,100 — — 83,100 
Total 

Authorities 135,602 — — 135,602 
Actual 

Spending 135,602 — — 135,602 
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63 


63 


59 


59 


59 


1,799 


16,690 


1f,220 


18,083 


14,497 


15,496 


15,997 


16,790 


14,903 


34,395,000 


34,395,000 


34,108,504 


34,108,504 


83,100 


83,100 


135,602 


135,602 


7,799 


16,690 
17,229 
18,083 


14,497 


15,496 
15,997 
16,790 


14,903 


34,395,000 
34,395,000 
34,108,504 


34,108,504 


83,100 
83,100 
135,602 


135,602 


Fh Uhlt— 
Be Department of Finance Canada 


Main 
Estimates —_— — 


Planned 
Spending — — 


Total 
Authorities —_— — 


Actual 
Spending — — 


Transfer Payments to Provinces and Territories 


38,330,000 
38,631,828 
38,441,221 


38,441,221 


International Financial Organizations 


Main 


Estimates 349,200 


Planned 
Spending 
Total 
Authorities 


Actual 
Spending 


349,200 
44,820 332,018 


44,820 249,011 


376,669 


376,669 


448,505 


387,472 


* Due to rounding, figures may not add to totals shown. 


Note: 


38,330,000 


38,631,828 


38,441,221 


38,441,221 


725,869 


725,869 


825,343 


681,303 
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— 38,330,000 


— 38,631,828 


— 38,441,221 


— 38,441,221 


— 725,869 


725,869 


— 825,343 


— 681,303 


7,471 


7,471 


324,768 


324,768 


1. Respendable revenue for the Department includes amounts received for the sale of documents. During 2006-07, 
approximately $117 thousand was received and erroneously coded to non-respendable revenue. 


See Table | for explanations of variances. 
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38,330,000 


38,631,828 


38,441,221 


38,441,221 


733,340 


733,340 


1,150,112 


1,006,072 
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Table 3: Voted and Statutory Items 


The following table explains the way Parliament votes resources to the Department, including 
vote appropriations and statutory authorities for both budgetary and non-budgetary items. 
Parliament approves the voted funding and statutory information is provided for information 


purposes. 


Vote or 
Statutory 
Item 


Truncated Vote 
or Statutory Wording 


Operating expenditures 
Grants and contributions 


Transfer payments to provinces and 
territories 


Minister of Finance—Salary and motor 
car allowance 


Contributions to employee benefit plans 


Transfer payment to territorial 
governments 


Payments to the International 
Development Association (IDA) 


Payments to the IMF’s Poverty 
Reduction and Growth Facility (PRGF) 


Purchase of domestic coinage 

Public debt—Interest and other costs 
Statutory subsidies 

Fiscal equalization 

Canada Health Transfer 

Canada Social Transfer 

Youth allowances recovery 


Alternative payments for standing 
programs 


Payments pursuant to the Halifax Relief 
Commission Pension Commission Act 


93,135 


404,200 


73 


12,429 


2,070,000 


318,269 


3,400 
83,100 
34,395,000 
32,000 
11,282,000 
20,140,000 
8,500,000 


(699,000) 


96,551 


404,200 


73 


12,429 


2,116,400 


318,269 


3,400 
83,100 
34,395,000 
32,000 
11,537,428 
20,140,000 
8,500,000 


(699,000) 


(2,995,000) (2,995,000) 


102,606 


398,605 


13 


11,761 


2,118,264 


318,270 


63,648 
135,602 
34,108,504 
31,821 
11,535,064 
20,139,876 
8,500,000 


(706,788) 


(3,177,016) 


18 


89,286 


315,598 


73 


11,761 


2,118,264 


318,270 


2,615 
135,602 
34,108,504 
31,823 
11,535,064 
20,139,876 
8,500,000 


(706,788) 


(3,177,016) 


18 
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Vote or 


Statutory Truncated Vote 


Item 


(S) 


(S) 


(S) 


(S) 
(S) 


(S) 


(L15) 


or Statutory Wording |  . — Main: i Planned. Total 


Payments to depositors of Canadian 
Commercial Bank, CB Mortgage Invt. 

Corp., and Northland Bank pursuant to 

the Financial Institutions Act — 68,572 


Payment of liabilities previously 
transferred to revenue — 2,075 


Spending of proceeds from the disposal 
of surplus Crown assets — 28 


Refunds of amounts credited to 
revenues in previous years — — 


Net loss on exchange — 120,555 


Advances pursuant to section 13(1) of 
the Financial Consumer Agency Act — 5,000 


Issuance and payment of demand notes 
to the IDA 0 — 318,270 


Issuance of demand note to the 
EBRD—Capital subscriptions — = me 


Payments and encashments of notes to 
the EBRD—Capital subscriptions 7,471 7,471 6,498 


Issuance of loans to the IMF’s PRGF a =—_ iB 


fo 2006-07 ($ thousands) 


Estimates Spending Authorities Total Actual 


2,075 


120,555 


5,000 


318,270 


6,498 


Oa SIS WRT ie cas A ial 9 SE, OC A 
Total* 73,647,077 73,952,321 74,101,307 73,875,346 


* Due to rounding, figures may not add to totals shown. 
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Table 4: Services Received Without Charge 


The following table provides the cost of services received without the change for 2006-07 fiscal 
year. 


($ thousands) 


Accommodation provided by Public Works and Government Services Canada 9,718 


Contributions covering the employer's share of employees’ insurance premiums and 
expenditures paid by the Treasury Board of Canada Secretariat (excluding revolving 
funds). Employer's contribution to employees’ insured benefits plans and associated 


expenditures paid by the Treasury Board of Canada Secretariat 4,898 
Salary and associated expenditures of legal services provided by the Department of 

Justice Canada 4,158 
Total 2006-07 Services received without charge 18,774 


IS ee 
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Table 5: Loans, Investments, and Advances (Non-budgetary) 


The following table provides details by program activity on non-budgetary items for which the 
Department is responsible. 


International Financial Organizations 


Issuance and payment of 
demand notes to the IDA 230,134 


Issuance and payment of 
demand notes to the EBRD— 
Capital subscriptions 6.055 


Payment and encashment of 
notes issued to the EBRD— 
Capital subscriptions 9,956 


Issuance of loans to the IMF’s 
PRGF 19,303 


Financial Sector Policy 


Advances pursuant to section 
13(1) of the Financial Consumer 
Agency of Canada Act 6,000 


Total* 271,928 


* Due to rounding, figures may not add to totals shown. 


Section III: Supplementary Information 


318,270 


9,157 


15,106 


89,956 


4,500 
436,990 


7,471 


7,471 


7,471 


7,471 


318,270 318,270 


6,498 6,498 


5,000 5,000 
329,768 329,768 
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Table 6: Sources of Respendable and Non-respendable Revenue 


The following table identifies the sources of respendable and non-respendable revenue. 


Respendable revenue 


($ thousands) 


Tax Policy 


Sale of departmental documents 118 — ALS Tae 117 — 
Economic and Fiscal Policy 

Sale of departmental documents 56 — 5D 25 So — 
Financial Sector Policy 

Sale of departmental documents Ss) -- LE 77 as _— 


Economic Development and 
Corporate Finance 


Sale of departmental documents 64 — 29 29 29 — 


Federal-Provincial Relations and 
Social Policy 


Sale of departmental documents 41 — 63 63 63 = 
International Trade and Finance 
Sale of departmental documents 58 — 59 59 59 = 


Total Respendable Revenue* 359 — 400 400 400 a 


ay 


*Due to rounding, figures may not add to totals shown. 


Note: 


|. Respendable revenue for the Department includes amounts received for the sale of documents. During 2006-07, 
approximately $117 thousand was received and erroneously coded to non-respendable revenue. 
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Non-respendable revenue 


Tax Policy 


Refunds of previous years’ 
expenditures—Refund of 
salaries, goods, and 


services 21 31 6 
Adjustments to prior year's 
payables P&G 296 64 


Sales of goods and 
services—Sale of other 


publications 26 11 35 
Fees—Access to information 2 Bed 4 
Other fees and charges— 

Sundries 104 — — 


Public Works and 

Government Services 

Canada—Consulting and 

Audit Canada Revolving 

Fund 26 — 11 


Optional Services Revolving 

Fund 9 — 
Proceeds from the disposal 

of surplus Crown assets 3 2 6 


Ottawa Civil Service 
Recreational Association 0 0) — 


Economic and Fiscal Policy 


Refunds of previous years’ 
expenditures—Refund of 
salaries, goods, and 


services 10 15 3 
Adjustments to prior year's 
payables Af 143 30 


Sales of goods and 
services—sale of other 


publications 12 6) 16 
Fees—Access to information 1 1 2 
Other fees and charges— 

Sundries 49 — — 
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ie Actual — Actual , 
____ ($ thousands) 2004-05 2005-06 ee 


Public Works and 
Government Services 
Canada—Consulting and 
Audit Canada Revolving 
Fund 12 — 5 
Optional Services Revolving 
Fund — 4 — 
Proceeds from the disposal 
of surplus Crown assets 1 1 3 
Ottawa Civil Service 
Recreational Association 0 0 — 
Financial Sector Policy 
Refunds of previous years' 
expenditures—Refund of 
salaries, goods, and 
services 10 16 4 


Adjustments to prior year's 
payables 110 158 43 


Sales of goods and 
services—Sale of other 


publications 42 6 23 
Fees—Access to information 1 1 a 
Other fees and charges— 

Sundries 48 — — 


Public Works and 

Government Services 

Canada—Consulting and 

Audit Canada Revolving 

Fund Ae — 8 
Optional Services Revolving 

Fund — 5 =s 
Proceeds from the disposal 

of surplus Crown assets 1 1 4 
Ottawa Civil Service 

Recreational Association 0 0 
Cash and accounts 

receivable—Cash— 

Chartered banks 15,827 27,120 46,004 
Cash and accounts 

receivable—Cash—Short- 

term deposits 188,087 143,420 237,066 


GOSS 
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Cash and accounts 
receivable—Cash— 

Receiver General balance at 

the Bank of Canada 34,639 41,598 


Foreign exchange 
accounts—International 

reserves held in the 

Exchange Fund Account— 

Transfer of profit 1,758,068 1,394,534 


Foreign exchange 
accounts—International 

Monetary Fund— 

Subscriptions—Transfer of 

profit 69,541 49,895 


Loans, investments, and . 
advances—Bank of 
Canada—tTransfer of profit 1,695,959 1,735,610 


Loans, investments, and 

advances—Financial 

Consumer Agency of 

Canada 97 112 


Miscellaneous non-tax 

revenues—Transfer from the 

following accounts that were 

unclaimed or outstanding for 

10 years or more: 

Outstanding Imprest 

Account—Unclaimed 

cheques 32,909 31,057 


Miscellaneous non-tax 

revenues—Unclaimed 

balances received from the 

Bank of Canada in respect 

_ of chartered banks 3,675 3,829 


Miscellaneous non-tax 
revenues—Mortgage 


interest premium GATI 8,836 
Miscellaneous non-tax 
revenues—Sundries 134 1,551 


Economic Development and Corporate Finance 
Refunds of previous years' 
expenditures—Refund of 

salaries, goods, and 


services 5 8 
Adjustments to prior year's 
payables 63 75 
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68,160 


1,765,275 


22; [03 


1,983,529 


166 


25,929 


3,951 


10,517 


215 


16 
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2006-07 


Actual Actual Main Planned . Total ae 
($ thousands) 2004-05 2005-06 Estimates Revenue Authorities Actual — 


Sales of goods and 
services—Sale of other 
publications re 3 fe) 


Fees—<Access to information 1 0 1 


Other fees and charges— 
Sundries 27 — as 


Public Works and 

Government Services 

Canada—Consulting and 

Audit Canada Revolving 

Fund 7 — 3 


Optional Services Revolving 
Fund —— 2 —- 


Proceeds from the disposal 
of surplus Crown assets 1 0 2 


Ottawa Civil Service 
Recreational Association 0 0 — 


Loans, investments, and 

advances—Canada 

Development Investment 

Corporation—Dividend 164,000 199,000 156,000 


Loans, investments, and 

advances—Petro-Canada— 

Dividend 14,817 = re 
Miscellaneous non-tax 

revenues—Sale of real 

property to Canada Lands 

Company Limited 2,268 ZniZe 2,070 
Miscellaneous non-tax 

revenues—Sale of Crown 

Corporations 200 10O7 — ag 
Federal-Provincial Relations and Social Policy 

Refunds of previous years' 

expenditures—Refund of 

salaries, goods, and 


services 7 13 3 
Adjustments to prior year's 
payables 81 122 35 


Sales of goods and 
services—Sale of other 


publications 9 5 19 
Fees—Access to information 1 1 | 2 
Other fees and charges— 

Sundries 36 z = 
92 
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Public Works and 
Government Services 

Canada—Consulting and 

Audit Canada Revolving 

Fund 9 _— 6 


Optional Services Revolving 
Fund — 4 Je 


Proceeds from the disposal 
of surplus Crown assets 1 1 3 


Ottawa Civil Service 
Recreational Association 0 0 — 


International Trade and Finance 


Refunds of previous years' 
expenditures—Refund of 
salaries, goods, and 


services : 10 16 3 
Adjustments to prior year's 
payables piers! fey" oy" 


Sales of goods and 
services—Sale of other 


publications 13 6 17 
Fees—Access to information 1 1 2 
Other fees and charges— 

Sundries 50 — — 


Public Works and 

Government Services 

Canada—Consulting and 

Audit Canada Revolving ; 

Fund 13 — 6 


Optional Services Revolving 

Fund — ) — 
Proceeds from the disposal 

of surplus Crown assets Zz 1 o 
Ottawa Civil Service 

Recreational Association 0 0 — 
Public Debt 


Miscellaneous non-tax 
revenues—Transfer from 


matured debt outstanding 4,617 4,965 2,463 
Domestic Coinage 
Domestic coinage 110,569 212,942 185,148 226,843 


Transfer Payments to Provinces and Territories 


Loans, investments, and 


advances—Federal- 59 59 59 


Section III: Supplementary Information 93 


2006-07 Departmental Performance Report 


provincial fiscal 
arrangements 


Loans, investments, and 

advances—Municipal 

Development and Loan . 

Board 307 die 42 


International Financial Organizations 


Loans, investments, and 

advances—United 

Kingdom—United Kingdom 

Financial Agreement Act, 

1946—Deferred Interest 1,767 a es bes) 335 


Loans, investments, and 

advances—lInternational 

Monetary Fund—Poverty 

Reduction and Growth 

Facility 17,693 16,874 13,679 
Loans, investments, and 

advances—Thailand 

Financial Assistance Loan — — — 


Net gain on exchange 70,190 88,319 74,444 


Total Non-respendable 
Revenue* 6,755,020 3,964,155 185,148 4,639,937 
enn nn SSS SSS 


* Due to rounding, figures may not add to totals shown. 
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Table 8-B: Policy on Service Standards for External Fees 

Supplementary information on the Policy can be found at 
http://www.ths-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 

Table 9: Major Regulatory Initiatives 

Supplementary information on progress against the Department’s regulatory plan can be found at 


http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 


Table 10: Transfer Payment Programs (TPPs) 


Supplementary information on TPPs can be found at 
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 


Table 11: Horizontal Initiatives 


In 2006-07, the Department of Finance was the lead department on the following horizontal 
initiative: Anti-Money Laundering and Anti-Terrorist Financing Regime! 


Supplementary information on horizontal initiatives can be found at 
http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp. 


1. This initiative was formerly known as the National Initiative to Combat Money Laundering (NICML). 
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Department of Finance Canada 
Notes to the Financial Statements (unaudited) 


Table 12: Department of Finance Canada Financial Statements 
(unaudited) for the year ended March 31, 2007 


Statement of Management Responsibility for Financial Statements 


Responsibility for the integrity and objectivity of the accompanying financial statements for the 
year ended March 31, 2007, and all information contained in this report rests with departmental 
management. These financial statements have been prepared by management in accordance with 
Treasury Board accounting policies, which are consistent with Canadian generally accepted 
accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial 
statements. Some of the information in the financial statements is based on management’s best 
estimates and judgment, and gives due consideration to materiality. To fulfil its accounting and 
reporting responsibilities, management maintains a set of accounts that provides a centralized 
record of the Department’s financial transactions. Financial information submitted to the Public 
Accounts of Canada and included in the Department’s DPR is consistent with these financial 
statements. 


Management maintains a system of financial management and internal control designed to 
provide reasonable assurance that financial information is reliable, that assets are safeguarded, 
and that transactions are in accordance with the Financial Administration Act, are executed in 
accordance with prescribed regulations, within parliamentary authorities, and are properly 
recorded to maintain accountability of government funds. Management also seeks to ensure the 
objectivity and integrity of data in its financial statements through careful selection, training, and 
development of qualified staff, through organizational arrangements that provide appropriate 
divisions of responsibility, and through communication programs aimed at ensuring that 


regulations, policies, standards, and managerial authorities are understood throughout the 
Department. 


The system of internal control is augmented by Internal Audit, which conducts periodic audits 
and reviews of different areas of the Department’s operations. In addition, the Chief Audit 
Executive has free access to the Audit Committee, which oversees management’s responsibilities 
for maintaining adequate control systems and the quality of financial reporting, and which 
recommends the financial statements to the Deputy Minister of Finance. 


The financial statements of the Department have not been audited. 


eS eae ee 


Rob Wright, Deputy Minister Coleen Volk, Senior Financial Officer 
Ottawa, Canada Ottawa, Canada 
August 28, 2007 August 28, 2007 
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Department of Finance Canada 
Statements of Operations (unaudited) 
For the year ended March 31 

($ thousands) 


Expenses (note 4) 


Transfer Payments to Provinces and Territories 41,674,221 40,175,192 
Public Debt 34,108,504 33,535,120 
International Financial Organizations (recovery) 190,802 (409,967) 
Domestic Coinage 128,035 tne 125,729 
Financial Sector Policy 65,511 17,009 
Tax Policy 36,781 33,830 
International Trade and Finance 17,956 16,103 
Federal-Provincial Relations and Social Policy 4 Wea Ga ES) 15:622 
Economic and Fiscal Policy Af3325 16,121 
Economic Development and Corporate Finance 9,309 8,448 
Total Expenses 76,266,163 T3,00500K 
Revenues (note 5) 
Transfer Payments to Provinces and Territories 205,063 209,105 
International Financial Organizations 36,768 613,691 
Domestic Coinage 226,843 212,943 
Financial Sector Policy 4,141 384 3,391,196 
Economic Development and Corporate Finance 158,070 201,126 
goizevenues 4,768,128 4,628,061 
Net cost of operations 71,498,035 68,905,046 


The accompanying notes form an integral part of these financial statements. 
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Department of Finance Canada 

Statements of Financial Position (unaudited) 
As at March 31 

($ thousands) 


aes 


Assets 
Financial assets 
Accounts receivable (Note 6) 6,777,102 7,876,767 
Coin inventory 21,829 14,262 
Foreign exchange accounts (Note 7) 44,178,099 40,826,522 
Investment in Crown corporations (Note 8) 401,578 401,578 
Other loans, investments, and advances (Note 9) 5,052,538 5,262,273 
56,431,146 54,381,402 
Non-financial assets 
Tangible capital assets (Note 10) 3,548 3,770 
Total assets 56,434,694 54,385,172 
Liabilities 
Accounts payable and accrued liabilities (Note 11) 4,056,295 4,683,538 
Taxes payable under tax collection agreements (Note 12) 6,422,333 6,012,377 
Interest payable (Note 13) 7,407,283 7,748,715 
Notes payable to international organizations (Note 14) 359,761 367,052 
Matured debt (Note 15) 108,961 126,175 
Unmatured debt (Note 16) 411,548,404 418,912,371 
Other liabilities (Note 17) 124,839 208,412 
Employee severance benefits (Note 18) 13,604 12,995 
Total Liabilities 430,041,480 438,071,635 
Equity of Canada (Note 19) (373,606,786) (383,686,463) 
Total liabilities and equity of Canada 56,434,694 54,385,172 


Contingent liabilities (Note 20) 
Contractual obligations (Note 21) 


The accompanying notes form an integral part of these financial statements 


poesia ee oe eee 
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Department of Finance Canada 

Statements of Equity of Canada (unaudited) 
For the year ended March 31 

($ thousands) 


Equity of Canada, beginning of year (393,139,722) (395,958,378) 


Net cost of operations (68,905,046) (70,444,533) 
Current year appropriations used (Note 3) 79,834,200 73,241,234 
Revenue not available for spending (9,173,025) (6,835,610) 
Change in net position in the Consolidated Revenue Fund (Note 3) 3,680,289 6,839,611 
Services provided without charge by other government 

departments (Note 22) 16,841 17,954 
Equity of Canada, end of year (373,606,786) (383,686,463) 


ee EO 
The accompanying notes form an integral part of these financial statements. 


Section III: Supplementary Information 103 


2006-07 Departmental Performance Report 


Department of Finance Canada 
Statements of Cash Flow (unaudited) 
For the year ended March 31 

($ thousands) 


Operating activities 
Net cost of operations 
Non-cash items: 
Amortization of tangible capital assets 
Amortization of loan discounts 
Amortization of debt discounts and premiums 


Concessionary portion of other loans, investments, and 
advances 


Gain on disposition of securities 
Gain on disposal of tangible capital assets 
Unrealized foreign exchange gains and losses 
Realized foreign exchange gains and losses 
Services provided without charge 
Variations in assets and liabilities: 
(Decrease) increase in accounts receivable 
Increase in coin inventory 
Decrease in accounts payable and accrued liabilities 
Accounts payable and accrued liabilities 
Vacation pay and compensatory leave 
Employee severance benefits 
Decrease in interest payable 
Increase in taxes payable under tax collection agreements 
Decrease (increase) in other liabilities 
Cash used in operating activities 
Capital investment activities 
Acquisition of tangible capital assets 
Proceeds from disposal of tangible capital assets 
Cash used by capital investment activities 
Investing activities 


Net advances to (settlements from) the Exchange Fund Account 
Issuance of notes payable to the International Monetary Fund 
Encashment of notes payable to the International Monetary Fund 


Payment of subscriptions to international financial institutions 
Issuance of loans receivable 
Repayment of loans receivable 

Cash used by investing activities 


104 


71,498,035 68,905,046 
(1,472) (1,488) 
207,031 210,600 
(6,153,043) (5,289,353) 
(241,856) (245,640) 
1,715 1,740 

8 = 

(4,658) (793,466) 

: 1,000,000 

(18,774) (16,841) 
(1,099,665) 3,496,740 
7,567 2,082 
626,634 2,000,088 
626,923 2,000,053 
320 1,101 

(609) (1,066) 
341,432 201,524 
(409,956) (2,316,393) 
83,573 (86,551) 
64,836,571 67,068,088 
1,808 3,172 

(566) (5) 

1,242 3,167 
2,469,709 3,638,475 
(1,680,585) (2,645,000) 
1,267,000 587,000 

: 6,043 

1,375,401 1,586,545 
(1,554,892) (1,699,985) 
1,876,633 1,473,078 


RR a RR 
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Financing activities 


Encashment of notes payable to international organizations 324,768 248,898 
Issuance of note payable to international organizations (318,270) (318,270) 
Net proceeds from cross-currency swaps (183,919) 102,487 
Issuance of debt (355,819,562) (359,223,747) 
Repayment of debt 370,841,475 368,987,763 
Net cash provided by the Government of Canada (81,558,938) (78,341,464) 
Cash used in (provided by) financing activities (66,714,446) (68,544 333) 


The accompanying Notes form an integral part of these financial statements. 
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Department of Finance Canada 
Notes to the Financial Statements (unaudited) 


1. Authority and objectives 
The Department of Finance Canada is established under the F’ inancial Administration Act as a 
department of the Government of Canada. 


The Department is headed by the Minister of Finance who has broad responsibility for the 
management and direction of the Department, the management of the Consolidated Revenue 
Fund (CRB), and the supervision, control, and direction of all matters relating to the financial 
affairs of Canada not by law assigned to the Treasury Board or to any other minister. 


The goal of the Department of Finance Canada is to foster strong and sustainable economic 
growth, resulting in higher standards of living and an improved quality of life for Canadians. The 
core business of the Department is organized into the following program activities: 


Transfer Payments to Provinces and Territories: Administers the transfer payments pursuant 
to statutes and agreements with provinces and territories. 


Public Debt: Manages the funding of interest and service costs of the public debt and the issuing 
costs of new borrowing. 


Domestic Coinage: Responsible for the payment of the production and distribution costs for 
domestic circulating coinage. 


International Financial Organizations: Administers international financial obligations and 
subscriptions. 


Tax Policy: Develops and evaluates federal taxation policies and legislation, and provides 
advice and recommendations for changes aimed at improving the tax system while raising the 
required amount of revenue to finance government priorities. This program focusses on the 
following areas: personal income tax, business income tax, and sales and excise tax. The 
program is also involved with negotiating tax treaties, tax policy research and evaluation, as well 
as federal-provincial-territorial and federal-Aboriginal tax coordination. 


Financial Sector Policy: Provides policy analysis on Canada’s financial sector and on the 
regulation of federally chartered financial institutions; manages the federal government’s 


borrowing program; and provides support regarding Crown corporation and financial market and 
exchange rate policy. 


Economic and Fiscal Policy: Analyzes Canada’s economic and fiscal situation, advises on 


fiscal matters, and provides analytical support on a wide range of economic and financial issues 
related to the government’s macroeconomic policies. 


International Trade and Finance: Manages the Department of Finance Canada’s participation 
in international financial institutions (including the IMF, the World Bank Group, the 
Organisation for Economic Co-operation and Development, and the European Bank for 
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Reconstruction and Development), international groups such as the G7, G20, and the Asia— 
Pacific Economic Cooperation forum, as well as trade and investment policy issues. 


Federal-Provincial Relations and Social Policy: Provides policy and advice on 
federal-provincial-territorial relations and social policy issues and their economic and fiscal 
implications. 


Economic Development and Corporate Finance: Provides policy and advice regarding 
financial implications of the government’s microeconomic policies and programs, proposals for 
funding of programs, sectoral policy analysis, and corporate restructuring regarding Crown 
corporations and other corporate holdings. 


2. Significant Accounting Policies 


The financial statements have been prepared in accordance with accounting standards issued by 
the Treasury Board of Canada Secretariat, which are consistent with Canadian generally 
accepted accounting principles for the public sector. 


Significant accounting policies are as follows: 


a) Parliamentary appropriations 


The Department is financed by the Government of Canada through parliamentary appropriations. 
Appropriations provided to the Department do not parallel financial reporting according to 
generally accepted accounting principles since appropriations are primarily based on cash flow 
requirements. Consequently, items recognized in the Statement of Operations and in the 
Statement of Financial Position are not necessarily the same as those provided through 
appropriations from Parliament. Note 3 to these financial statements provides a high-level 
reconciliation between the two bases of reporting. 


b) Consolidation 


These financial statements include the accounts of Canada Investment and Savings, a special 
operating agency that administers retail debt. The accounts of Canada Investment and Savings 
have been consolidated with those of the Department of Finance Canada and all 
interorganizational balances and transactions have been eliminated. 


The Government of Canada announced the winding up of Canada Investment and Savings as of 
the end of the fiscal year, March 31, 2007. 


Investments in government business enterprises are recorded at cost and are not consolidated. 


c) Net cash provided by the Government of Canada 


The Department of Finance Canada operates within the Consolidated Revenue Fund (CRF). The 
CRF is administered by the Receiver General for Canada. All cash received by the Department is 
deposited to the CRF and all cash disbursements made by the Department are paid from the 
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CRE. Net cash provided by the Government of Canada is the difference between all cash receipts 
and all cash disbursements, including transactions between departments of the Government of 
Canada. 


d) Change in net position in the CRF 


Change in net position in the CRF is the difference between net cash provided by the government 
and appropriations used in a year, excluding the amount of non-respendable revenue recorded by 
the Department. It results from timing differences between when a transaction affects 
appropriations and when it is processed through the CRF. 


e) Special drawing rights and foreign currency transactions 


A special drawing right (SDR) is an international reserve asset created by the IMF to supplement 
existing official international reserves of member countries. The value of a SDR is based on a 
basket of four major currencies: the euro, Japanese yen, pound sterling, and United States (U.S.) 
dollar. The composition of the basket is reviewed every five years to ensure that it is 
representative of the currencies used in international transactions and that the weights assigned to 
the currencies reflect their relative importance in the world’s trading and financial systems. 


Transactions involving foreign currencies and SDRs are translated into Canadian-dollar 
equivalents using rates of exchange in effect at the time of those transactions. Monetary assets 
and liabilities denominated in foreign currencies, and SDRs are translated into Canadian dollars 
at the exchange rate in effect at the balance sheet date. 


Net losses resulting from foreign currency transactions are included in expenses—International 
Financial Organizations—in the statement of operations. 


f) Revenues 


Revenues are accounted for in the period in which the underlying transaction or event occurred 
that gave rise to the revenues: 
e Interest on Receiver General bank deposits is recognized as revenue when earned. 


e Uncashed Receiver General cheques and warrants and bank account cheques for all 
departments and agencies are recognized as revenue of the Department of Finance Canada if 
they remain outstanding 10 years after the date of issue. 


e Unclaimed matured bonds are recognized as revenue if they remain unredeemed 15 years 
after the date of call or maturity, whichever is earlier. 


° Unclaimed bank balances are recognized as revenue when there has been no owner activity 
in relation to the balance for a period of 20 years. 


g) Expenses 


Expenses are recorded on the accrual basis: 


* Transfer payments are recorded as expenses when the recipient has met the eligibility criteria 
or fulfilled the terms of a contractual transfer agreement or, in the case of transactions that do 
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not form part of an existing program, when the government announces a decision to make a 
non-recurring transfer, provided the enabling legislation or authorization for payment 
receives parliamentary approval prior to the completion of the financial statements. 


e Public debt charges are recognized when incurred and include interest, amortization of debt 
discounts, premiums and commissions, and servicing and issue costs. 


e Vacation pay and compensatory leave are expensed as the benefits accrue to employees 
under their respective terms of employment. 


¢ Services provided without charge by other government departments for accommodation, the 
employer’s contributions to health and dental insurance plans, and legal services are recorded 
as operating expenses at their estimated cost. 


h) Employee future benefits 


Pension benefits: Eligible employees participate in the Public Service Pension Plan, a 
multiemployer defined benefit pension plan administered by the Government of Canada. The 
Department’s contributions to the Plan are expensed as incurred and represent the total 
departmental obligation to the Plan. Current legislation does not require the Department to make 
contributions for any actuarial deficiencies of the Plan. 


Severance benefits: Employees are entitled to severance benefits under labour contracts or 
conditions of employment. These benefits are accrued as employees render the services 
necessary to earn them. The obligation relating to the benefits earned by employees is calculated 
using information derived from the results of the actuarially determined liability for employee 
severance benefits for the Government of Canada as a whole. 


i) Accounts receivable 


Accounts receivable are stated at the amounts expected to be ultimately realized. A provision is 
made for accounts receivable where the ultimate recovery is considered uncertain. 


j) Inventory 


Coin inventory is valued at the lower of cost and net realizable value, cost being determined by 
the average cost method. 


k) Foreign exchange accounts 


Short-term deposits, marketable securities, and special drawing rights held in the Foreign 
Exchange Accounts are recorded at cost. Marketable securities are adjusted for amortization of 
purchase discounts and premiums. Purchases and sales of securities are recorded at the 
settlement date. Write-downs to reflect other than temporary impairment in the fair value of 
securities are included in foreign exchange revenues on the Statement of Operations and 
Accumulated Deficit. Canada’s subscriptions to the capital of the International Monetary Fund 
are recorded at cost. 
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1) Investments in Crown corporations 


Investments in the Canada Development Investment Corporation are at cost. 


Income from investments in Crown corporations includes dividends from the Bank of Canada 
and the Canada Development Investment Corporation, which is recognized when declared. 


m) Other loans, investments, and advances 


Subscriptions and contributions are recorded at cost net of allowances. 


The Department of Finance Canada does not make a return on investment and does not expect a 
return of capital unless it withdraws from an institution, which is unlikely. Since the terms of the 
subscriptions and contributions are so concessionary that the substance of the transaction is that 
all or a part of the investment is more in the nature of a grant, the entire investment is 
recognized, through an allowance, as an expense at the time the investment is made. 


Loans and advances are initially recorded at cost and are adjusted to reflect the concessionary 
terms of those loans made on a long-term, low interest, or interest-free basis and the portion of 
the loans that are expected to be repaid from future appropriations. 


An allowance for valuation is further used to reduce the carrying value of loans, investments, and 
advances to amounts that approximate their net realizable value. 


For loans to national governments, including developing countries, the allowance is determined 
based on the government’s identification and evaluation of countries that have formally applied 
for debt service relief, on estimated probable losses that exist on the remaining portfolio, and on 
changes in the economic conditions of sovereign debtors. 


For loans and advances to international organizations, an allowance is established based on their 
concessionary terms and their collectibility. 


n) Derivative financial instruments 


The Department of Finance Canada enters into interest rate and cross-currency swaps to facilitate 
the management of its debt structure. 


Interest rate swaps are agreements where counterparties exchange fixed- and floating-rate 
interest payments based on notional principal amounts of a single currency. Cross-currency 
swaps are agreements where counterparties exchange fixed- or floating-rate interest payments 
and principal amounts in different currencies. 


Interest rate swaps are used to convert fixed-rate debt into variable rates tied to the Banker’s 
Acceptance rates or London Interbank Offered Rates. Cross-currency swaps are primarily used 
to convert domestic debt to foreign debt to fund foreign currency advances to the Exchange Fund 


Account. In certain cases, cross-currency swaps are used to convert foreign debt into U.S. dollar 
debt. 
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Cross-currency swaps are initially recorded at cost and are translated into Canadian dollars at the 
exchange rate in effect at the balance sheet date. For cross-currency swaps where domestic debt 
has been converted into foreign debt, any exchange gains or losses are offset by the exchange 
gains or losses on foreign currency advances to the Exchange Fund Account. For cross-currency 
swaps where foreign debt has been converted into U.S. dollar debt, any exchange gains or losses 
are offset by the exchange gains or losses on the applicable foreign debt. 


Interest paid and payable, and interest received and receivable on all derivative financial 
instruments is included in interest on unmatured debt. 


0) Tangible capital assets 


All tangible capital assets and leasehold improvements having an initial cost of $10,000 or more 
are recorded at their acquisition cost. Amortization of tangible capital assets is done on a 
straight-line basis over the estimated useful life of the asset as follows: 


Machinery and equipment 3 to 5 years 

Motor vehicles 3 years 

Leasehold improvements Lesser of the remaining term of the lease or useful life of the 
improvement 

Assets under construction Once in service, in accordance with asset class 


p) Taxes receivable and taxes payable under tax collection agreements 


Pursuant to various tax collection agreements, the Canada Revenue Agency administers and 
collects personal income taxes, corporate income taxes, Harmonized Sales Tax, First Nations 
Sales Tax, and First Nations Goods and Services Tax on behalf of certain provincial, territorial, 
and Aboriginal governments and the Department of Finance Canada remits those taxes to the 
applicable government. 


Taxes receivable include taxes collectible by the Canada Revenue Agency on behalf of 
provincial, territorial, or Aboriginal governments that have not yet been remitted to the 
Department and are included in Accounts Receivable in the Statement of Financial Position. 
Taxes payable include taxes that have not yet been remitted by the Department to the applicable 
provincial, territorial, or Aboriginal government. 


Taxes receivable and taxes payable include amounts assessed by the Canada Revenue Agency 
and estimates of amounts not assessed based on cash received, and include adjustments between 
estimated taxes receivable and taxes payable from previous years and actual amounts, as well as 
adjustments from reassessments. 
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q) Unmatured debt 


Premiums and discounts on public debt are amortized on a straight line basis over the term to 
maturity of the respective debt instrument. The corresponding amortization is recorded as part of 


public debt charges. 


r) Other liabilities 


Deposits from Crown corporations that are non-interest bearing and repayable are recorded in 
“Other liabilities.” 


The common school funds account was established under /2 Victoria 1849, Chapter 200, to 
record the proceeds from the sale of lands set apart for the support and maintenance of common 
schools in Upper and Lower Canada, now Ontario and Quebec. 


The foreign claims fund account was established by Vote 22a, Appropriation Act No. 9, 1966 to 
record the money received from the Custodian of Enemy Property. 


The War Claims Fund—World War II account was established by Vote 696, Appropriation Act 
No. 4, 1952 to record moneys received from the Custodian of Enemy Property or from other 
sources. 


s) Loan guarantees 


The allowance for losses on the guarantees of the Canadian Wheat Board and Export 
Development Canada is determined based on the government’s identification and evaluation of 
countries that have formally applied for debt relief, estimated probable losses that exist on the 
remaining portfolio, and changes in the economic conditions of sovereign debtors. 


t) Contingent liabilities 


Contingent liabilities are potential liabilities that may become actual liabilities when one or more 
future events occur or fail to occur. To the extent that the future event is likely to occur or fail to 
occur and a reasonable estimate of the loss can be made, an estimated liability is accrued and an 
expense is recorded. If the likelihood is not determinable or an amount cannot be reasonably 
estimated, the contingency is disclosed in the Notes to the financial statements. 


u) Measurement uncertainty 


The preparation of these financial statements requires management to make estimates and 
assumptions that affect the reported amount of assets, liabilities, revenues, and expenses reported 
in the Financial Statements. At the time of preparation of these statements, management believes 
the estimates and assumptions to be reasonable. 


The most significant items where estimates are used are contingent liabilities, valuation 
allowances for loans receivable, discounts on loans receivable, transfer payments to provinces 
and territories, the liability for employee severance benefits and accruals of taxes receivable, and 
taxes payable under tax collection agreements. Actual results could differ from those estimated. 
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Management’s estimates are reviewed periodically and, as adjustments become necessary, they 
are recorded in the financial statements in the year they become known. 


3. Parliamentary Appropriations 


The Department receives most of its funding through annual parliamentary appropriations. Items 
recognized in the Statement of Operations and the Statement of Financial Position in one year 
may be funded through parliamentary appropriations in prior, current, or future years. 
Accordingly, the Department has different net results of operations for the year on a 
government-funding basis than on an accrual accounting basis. The differences are reconciled in 
the following tables: 


a) Reconciliation of net cost of operations to appropriations used: 


2007 2006 


($ thousands) 
71,498,035 68,905,046 


Net cost of operations 
Adjustments for items affecting net cost of operations but not affecting 
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appropriations: 
Add (Less): 
Revenue not available for spending 4,844,881 5,173,025 
Allowance set-up (reversal) for bad debt expenses 76,414 (5,899) 
Services provided without charge (18,774) (16,841) 
Inventory charged to program expense 7,007 2,082 
Amortization of tangible capital assets (1,472) (1,488) 
Employee severance benefits (609) (1,066) 
Adjustment of allowance on loan guarantees 372,463 1,349,527 
Adjustment of allowance — 3,960 
Other expenses not being charged to appropriations: 
Transfer payment pursuant to the Budget Implementation Act, 2007 (3,233,000) an 
Transfer payment pursuant to the Budget Implementation Act, 2006 3,985,500 
Other (785) 2,926 
2,046,685 10,491,726 
Adjustments for items not affecting net cost of operations but affecting 
appropriations: 
Add (Less): 
Issuance of Notes payable for subscriptions and contributions to the 
International Development Association 318,270 318,270 
Issuance of loans to the International Monetary Fund’s Poverty 
Reduction and Growth Facility — 89,956 
Encashment of notes payable to the European Bank for Reconstruction 
and Development 6,498 15,106 
Issuance of notes payable for subscriptions to the European Bank for 
Reconstruction and Development — 9,157 
Advances to the Financial Consumer Agency of Canada 5,000 4,500 
Acquisitions of tangible capital assets 883 460 
Accountable advances (26) (21) 
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330,625 437,428 
Current year appropriations used 73,875,345 79,834,200 
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b) 


Appropriations provided and used: 


($ thousands) 
Appropriations provided: 
Vote 1—Operating expenditures 102,606 92,332 
Vote 5—Grants and contributions 398,605 995,200 
Vote 10—Transfer payments to territorial governments — 1,800,000 
5015214 2,887,532 
Statutory authorities: 
Transfer payments to provinces and territories 38,441,221 44,160,692 
Public debt charges 34,108,504 33,535,120 
Issuance of notes payable for subscriptions and contributions to 
the International Development Association 318,270 318,270 
Encashment of notes payable to the International Development 
Association 318,270 239,741 
Purchases of coins 135,602 127,811 
Foreign exchange losses 120,555 542,320 
Contributions to employee benefit plans 11,761 12,445 
Issuance of notes payable for subscriptions to the European 
Bank for Reconstruction and Development — 9,157 
Advances to the Financial Consumer Agency of Canada 5,000 4,500 
Transfer payments to international organizations 2.6015 29,293 
Other statutory authorities 2,166 1,690 
Issuance of loans to the International Monetary Fund’s Poverty 
Reduction and Growth Facility — 89,956 
Encashment of notes payable to the European Bank for 
Reconstruction and Development 6,498 15,106 
73,470,462 79,086,101 
Lapsed appropriations: 
Vote 1—Operating expenditures (13,320) (8,880) 
Vote 5—Grants and contributions (83,008) (330,553) 
Vote 10—Transfer payments to territorial governments = (1,800,000) 
Vote 15—Transfer payments to territorial governments it - 
(96,328) (2,139,433) 
Current year appropriations used 13;875,345 79,834,200 
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Cc) Reconciliation of net cash provided by government to current year appropriations 
used: 


usands) 


($ th 
Net cash provided by government 81,558,938 78,341,464 
Revenue not available for spending 4,844,881 5:1 73,025 
Change in net position in the Consolidated Revenue Fund: 
Variation in assets and liabilities: 
Unmatured debt (7,363,967) (6,456,404) 
Foreign exchange accounts (3, 30NO0G) 44,496 
Accounts receivable 1,099,665 (3,496,740) 
Accounts payable and accrued liabilities (626,634) (2,000,088) 
Taxes payable under tax collection agreements 409,956 2,316,393 
Interest payable (341,432) (201,524) 
Other loans, investments, and advances 209,735 208,536 
Matured debt (17,214) (27,510) 
Coin inventory (7,567) (2,082) 
Notes payable to international organizations (7,291) 76,792 
Tangible capital assets 222 (1,679) 
Other liabilities (69,070) 86,551 
Other adjustments: 
Issuance of notes payable for subscriptions to the 
International Developments Association 318,270 318,270 
Allowance set-up (reversal) for bad debt expenses 76,414 (5,899) 
Issuance of loans to the IMF’s Poverty Reduction Growth 
Facility — 89,956 
Allowance reversal for loan guarantees 372,463 1,349,527 
Other expenses not being charged to appropriation at the same 
time: 
Transfer payment pursuant to the Budget Implementation Act, 
2007 (3,233,000) — 
Transfer payment pursuant to the Budget Implementation Act, 
2006 3,985,500 
Other adjustments 17,056 35,616 
Total change in the Consolidated Revenue Fund 12,528,474 3,680,289 
Current year appropriations used 73,875,345 79,834,200 
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4. Expenses 
The following table presents expense details by category: 


CC 
($ thousands) 

Transfer payments: 

Provinces and territories (Note 4a) 41,674,221 40,175,192 

International organizations (Note 4b) 560,069 939,560 

Allowance on loan guarantees (372,463) (1,349,527) 

Non-profit institutions and organizations = 20 
Total transfer payments 41,861,827 39,765,245 
Public debt charges: 

Interest on unmatured debt (Note 4c) 21,182,870 21,130,905 

Interest on other liabilities (Note 4d) 12,831,346 12,303,426 

Other public debt charges 94,288 100,789 
Total public debt charges 34,108,504 33,535,120 
Cost of domestic coinage sold 128,035 125,729 
Operating expenses (Note 4e) 121,483 110,953 
Net foreign currency loss 46,112 — 
Other expenses 202 20 
Bad debt allowance (recovered) — (3,960) 
Total Expenses 76,266,163 F¥ODSOslOF 
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a) Transfer payments to provinces and territories 


Transfer payments to provinces and territories are paid pursuant to the Federal-Provincial Fiscal 
Relations Act, Budget Implementation Acts, and other statutory authorities. 


For the year ended March 31, transfer payments to provinces and territories included the 
following: 


($ thousands) . 


Fiscal equalization payments 11,535,064 10,917,000 
Territorial financing 2,118,264 2,029,000 
Canada Health Transfer 20,139,876 19,000,000 
Canada Social Transfer 8,500,000 8,225,000 
Bill C-52 (An Act to implement certain provisions of the budget 
tabled in Parliament on March 19, 2007) 
Clean Air and Climate Change Trust Fund 1,519,000 — 
Transitional Trust Fund 614,100 _— 
Patient Wait Time Guarantee Trust Fund 612,000 — 
Payment to Northwest Territories 54,400 — 
Payment to Ontario 5; 400,000 — 
British Columbia Spirit Bear Rainforest 30,000 _— 
Payment to Yukon 3,500 — 
Alternative payments for standing programs (3,177,016) (2,731,180) 
Youth Allowances Recovery (706,788) (596,447) 


Statutory subsidies , 31,821 31,819 


Bill C-48 (An Act to authorize the Minister of Finance to make 
certain payments) 


Public Transit Capital Trust — 900,000 


Post-secondary Education Infrastructure Trust —— 1,000,000 
Affordable Housing Trust — 1,400,000 
Total Transfer payments to provinces and territories 41,674,221 40,175,192 
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b) Transfer payments to international organizations 


Transfer payments to international organizations consists of: 


e subscriptions and contributions to the International Development Association; 
e contributions to the International Monetary Fund’s Poverty Reduction Growth F acility; and 


e grants and contributions to compensate Canadian creditor agencies whose scheduled 
receipts from debtor countries have been reduced by Canadian participation in the Paris 
Club debt or debt service reduction agreements and to contribute to international efforts 
to relieve the debt burdens of the world’s poorest countries. 


c) Interest on unmatured debt 


Interest on unmatured debt includes interest incurred, amortization of debt discounts, and 
premiums and net interest on cross-currency and interest rate swaps. 


($ thousands) 
Interest on domestic debt: 


Treasury bills 4,691,568 3,443,821 
Marketable bonds 15,031,258 16,132,630 
Retail debt 719,613 651,554 
Non-marketable bonds 214,531 322,831 
Promissory notes 205 824 
20,6077175 20,551,660 

Interest on foreign debt: 
Marketable bonds (U.S. and euro) 337,743 417,008 
Canada notes (yen) 9,267 13,182 
Canada bills (U.S.) 105,711 80,074 
Euro medium-term notes (U.S. and euro) . 72,974 68,981 
525,695 579,245 
Total Interest on unmatured debt 21,182,870 21,130,905 


d) Interest on other liabilities 


The Department funds interest on interest-bearing specified purpose accounts established by all 
departments and agencies, including superannuation accounts and Retirement Compensation 
Arrangement accounts established for the benefit of public service employees and members of 
the Royal Canadian Mounted Police and the Canadian Forces, the CPP Account, the 
Employment Insurance Fund, and other accounts. 


Interest on other liabilities includes interest incurred on specified purpose accounts and interest 
on special drawing rights allocations. 
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For the year ended March 31, interest on other liabilities included interest on: 


2006 


: ($ thousands) 


Superannuation accounts 10,446,077 10,500,352 
Employment Insurance fund 1,912,249 1,323,562 
Other specified purpose accounts 296,846 307,206 
Retirement Compensation Arrangement accounts 115,416 113,160 
Special drawing rights allocations Doe 37,994 
CPP account 9,000 Pa pe Ps 
Total Interest on other liabilities 12,831,346 12,303,426 


e) Operating expenses 


| G thousands) 


Salaries and wages 70,817 66,431 
Contributions to employee benefit plans (Note 18) 11,761 12,446 
Professional and special services 14,813 Twice 
Accommodation ‘ 9,718 9,762 
Transportation and telecommunications 4,972 5,079 
Machinery and equipment 3,081 615 
Amortization of tangible capital assets 1,472 1,488 
Information services 3:747 920 
Repairs and maintenance 542 598 
Rentals 560 479 
Total Operating expenses 421,483. § sel attooseum 
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5. Revenues 


2006 


($ thousands) 
Investment income: 
Dividends from the Bank of Canada 1,983,529 17 SOG 10 
Dividends from Canada Development Investment Corporation 156,000 199,000 
Exchange Fund Account 1,765,275 1,394,534 
Interest on Subscriptions to the International Monetary 
Fund (IMF) 223753 49,896 
Loan interest 219,243 2215105 
Total investment income 4,146,800 3,606,145 
Net foreign currency gain — 545,999 
Sales of domestic coinage 226,843 212,942 
Interest on bank deposits 351;230 212,138 
Other revenue 41,182 48,711 
Loan interest—Canada Lands Company Ltd. 2,073 2,126 
Total revenues 4,768,128 4,628,061 


ee 


6. Accounts receivable 
The following table presents details of accounts receivable: 


($ thousands) ; 


Accounts receivable—external 46 67 
Accounts receivable—other government departments and 

agencies 21.042 20,725 
Accrued investment income 400,266 384,733 
Deposits in transit to the Receiver General 4 ofa 
Taxes receivable under tax collection agreements 6,349,774 7,470,869 
Total Accounts Receivable 6,777,102 7,876,767 


cr 
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7. Foreign exchange accounts 
The foreign exchange accounts represent the largest component of the official international 
reserves of the Government of Canada and consist of the following: 


($ thousands) 
Investments held in Exchange Fund Account 42,907,495 39,202,354 
Accrued net revenue from Exchange Fund Account 1,765,245 lighc oo 
Total investments held in Exchange Fund Account (Note 7a) 44,672,740 40,936,207 
Subscriptions to the International Monetary Fund (Note 7b) THOS oS 10,672,893 
Notes payable to the International Monetary Fund (Note 7c) (10,241,599) (9,471,102) 
Special drawing rights allocations (Note 7d) (1,358,825) (1,311,476) 
Total Foreign Exchange Accounts 44,178,099 40,826,522 
Market Value ~ 44,058,945. ~——-40,765,334 


a) Exchange Fund Account 


The Exchange Fund Account is an actively managed portfolio of liquid foreign currency assets 
maintained to provide foreign currency liquidity for the Government of Canada and to provide 
the funds needed to help promote orderly conditions for the Canadian dollar in foreign exchange 
markets. It is governed by Part II of the Currency Act. Assets include cash and short-term 
deposits, marketable securities, special drawing rights, and gold. 


The advances are limited to $60 billion by Order in Council dated April 25, 2001. Foreign 
currency is funded by the proceeds of foreign debt issued and domestic debt converted to foreign 
debt through cross-currency swaps. 


The following table presents the balances of the foreign exchange accounts: 


a 2006 
($ thousands) 


Cash and short-term deposits 1,925.4 607, 4,238,533 
Deposits held under repurchase agreements 2,540,120 2,277,600 
Marketable securities 38 462,632 32 855.314 
Special drawing rights 1,126,655 1,064,960 
Gold 6,653 6,421 
Accrued interest and other receivables 611/513 493,380 
Total Investments held in Exchange Fund Account ~ 44,672,740 40,936,207 


b) Subscriptions to the International Monetary Fund (IMF) 


The International Monetary Fund (IMF) is an international organization of 184 member countries 
that operates in accordance with its Articles of Agreement. It has a large pool of liquid assets, or 
resources, comprising convertible national currencies, special drawing rights, and other widely 


Department of Finance Canada 


2006-07 Departmental Performance Report 


Department of Finance Canada 
Notes to the Financial Statements (unaudited) 


used international currencies provided by its members that it makes available to help members 
finance temporary balance of payments problems. 


Upon joining the IMF and following periodic quota reviews, member countries are assigned a 
quota, based broadly on their relative size in the world economy. 


Quotas are denominated in special drawing rights and determine a country’s subscription, voting 
power, access to financing from the IMF, and share of special drawing rights (SDRs) allocations. 
The subscription is equal to the quota and is payable in full to the IMF. Up to one quarter of the 
subscription is paid in the form of widely accepted foreign currencies (such as the U.S. dollar, 
the euro, the Japanese yen, or the pound sterling) or SDRs. The remaining three quarters is paid 
in the country’s own currency. | 


c) Notes payable to the International Monetary Fund 


At least 25 per cent of Canada’s quota is held by the IMF in a Canadian-dollar cash deposit at the 
Bank of Canada. The IMF’s remaining Canadian-dollar holdings are in the form of 
non-negotiable, non-interest-bearing demand notes that are cashed by the IMF subject to its 
requirements for Canadian currency. 


d) Special drawing rights allocations 


The IMF allocates SDRs to countries that participate in the IMF’s Special Drawing Rights 
Department. 


SDR allocations are repayable to the IMF if they are cancelled by the IMF’s Board of Governors, 
the Special Drawing Rights Department is liquidated, the IMF is liquidated, or if Canada chooses 
to withdraw from the IMF or terminate its participation in the Special Drawing Rights 
Department. 


Canada’s SDR allocations are SDR779.3 million. 


8. Investment in Crown corporations 
Finance Canada wholly owns two Crown corporations: the Bank of Canada and the Canada 
Development Investment Corporation. 


At March 31, the investment, at cost, is as follows: 


5 rr 7 007 2006 
| ($ thousands) 
Bank of Canada (note 8a) 5,920 5,920 
Canada Development Investment Corporation (note 8b) 395,658 395,658 
Total Investment in Crown corporations 401,578 401,578 
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a) Bank of Canada 


The Bank of Canada is a wholly-owned Crown corporation established by the Bank of Canada 
Act as the central bank in Canada to regulate credit and currency in the best interests of the 
economic life of the nation; to control and protect the external value of the national monetary 
unit; to mitigate by its influence fluctuations in the general level of production, trade, prices, and 
employment, so far as may be possible within the scope of monetary action; and to generally 
promote the economic and financial welfare of Canada. 


The Bank of Canada has responsibilities for Canada’s monetary policy, bank notes, financial 
system, funds management, and retail debt and, pursuant to the Bank of Canada Act, is the fiscal 
agent of the Government of Canada. 


The Department of Finance Canada owns 100,000 shares with a par value of $50 each. 
The remaining balance of $920,000 represents premiums paid in respect of the acquisition, in 
1938, of shares held by the public. 


b) Canada Development Investment Corporation 


The Canada Development Investment Corporation is a wholly-owned Crown corporation 
incorporated pursuant to the Canada Business Corporations Act. The Corporation’s current 
mandate is to wind down its operations by divesting of its remaining assets in an orderly fashion 
and to ready the corporation for eventual wind up. The Corporation wholly owns Canada Eldor 
Inc. and the Canada Hibernia Holding Corporation. 


The Department of Finance Canada owns 101 common shares with nominal value. 
The remaining balance of the investment represents the Department’s contributed surplus of the 
Canada Hibernia Holding Corporation. 


c) CPPIB 


The Corporation was incorporated under the CPPIB Act, S.C., 1997, C.40, to invest the assets of 
the CPP in order to meet the obligation to contributors and beneficiaries under the CPP. 


The Department of Finance Canada has purchased 10 shares of the Corporation at $10 per share, 
which represents 100 per cent of the outstanding shares. 
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9. Other loans, investments, and advances 
Other loans, investments, and advances by category are as follows: 


Net book Net book 


face 


=. value value 
____value___Discounts Allowance —.2007 2006 
($ thousands) 
Government business enterprises 
Notes receivable from Canada 
Lands Company CLC Limited 
(Note 9a) 63,604. (16,210) — 47,394. 38,864 
Note receivable from 
Parc Downsview Park Inc. 19,000) (17,304) — 1,696: 1,604 
82,604: (33,514) ~~ 49,090) 40,468 


Provincial and territorial governments 
Recoverable overpayments of 

transfer payments (Note 9b) 4,514,185: (681,010) Les OOOsL (ONG UZaoe0 
Recoverable overpayments of 


taxes payable under tax 
collection agreements 


(Note 9c) 994,639: (190,329) — 804,310: 896,125 
Loans to Municipal Development 
Loan Boards (Note 9d) 648 — — 648: 1,809 
Loans for the Winter Capital 
Projects Fund (Note Ye) 2,900! — (2,900) — 
9,912,372 \ (871,339) (2,900) 4,638,133 4,921,262 
a ee ee es SE OL eg Ee CE I eee 


International organizations 


Subscriptions to the European 
Bank for Reconstruction and 
Development (Note 9f) 249,622 — (249,622) — — 


Subscriptions to the International 
Bank of Reconstruction and 
Development (Note 9g) 385,453 —_ (385,453) — — 


Subscriptions to the International 
Finance Corporation (Note 
9h) 93,917 = (93,917) = — 


Subscriptions to the Multilateral 
Investment Guarantee 
Agency (Note Qi) 12,391 _ (12,391) oes soe 


Loans to the International 
Monetary Fund’s Poverty 
Reduction and Growth Facility 
(Note 9j) 369,315 os — 365,315 300,543 


Advances to the Global 
Environment Facility 
(Note 9k) 10,000 — (10,000) — — 


Subscriptions and contributions to 7,493,378 — (7,493,378) — — 
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ee ne ee 


Netbook Net book 


Face : 4 values value= 
value Discounts Allowance § 2007 2006 
the International Development 
Association (Note 9I) tn NE See eee ne ee oa 
8,610,076 _ (8,244,761) 369,570 300,543 
Other organizations 
Investment in loan portfolio 
acquired from the Canadian 
Commercial Bank (Note 9m) ASHS2 — (43,132) oe rn , 
43,132 — (43,132) — a 
Total Other loans, investments, 
and advances 14,248,184 (904,853) (8,290,793) 5,052,538 5,262,273 


a) Canada Lands Company Ltd 


Canada Lands Company Ltd. (CLC) was incorporated under the Companies Act in 1956 and was 
continued under the Canada Business Corporations Act. CLC has acquired an interest in a 
number of real properties from the government in consideration for the issuance of promissory 
notes, which bear no interest and are repayable from the proceeds of the sale of the properties in 
respect of which they were issued. The notes were discounted using the Consolidated Revenue 
Fund lending rate applicable to Crown corporations and recorded at their discounted value. 


b) Recoverable overpayments of transfer payments 


These amounts represent underpayments and overpayments in respect of provincial equalization 
entitlements under the Constitution Act, 1867 and the Constitution Act, 1982, the 
Federal-Provincial Fiscal Arrangements Act, and other statutory authority. The underpayments 
are non-interest bearing and are paid in subsequent years. 


c) Recoverable overpayments of taxes payable under tax collection agreements 


These amounts represent overpayments made to provinces under tax collection agreements for 
the tax years 1997 to 1999 stemming from the misclassification of mutual fund trust capital gains 


refunds. Recoveries are non-interest bearing and will take place over a 10-year period, which 
started in 2004—05. 


d) Municipal Development and Loan Board 


Loans have been made to provinces and municipalities to augment or accelerate municipal 
capital works programs. The loans bear interest at rates from 5.25 per cent to 5.625 per cent 


per annum and are repayable in annual or semi-annual instalments over 15 to 50 years, with final 
instalments between April 1, 2007, and July 1, 2008. 


e) Winter capital projects fund 


Loans have been made to provinces, provincial agencies, and municipalities to assist in the 
creation of employment. The loans bear interest at rates from 7.4 per cent to 9.5 per cent 
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per annum and are repayable either in annual instalments over 5 to 20 years, or at maturity. 
The loans are fully provisioned. 


f) European Bank for Reconstruction and Development 


At year-end, Canada subscribed to 68,000 shares of the European Bank for Reconstruction and 
Development’s authorized capital valued at U.S.$828.6 million. Only U.S.$216.2 million, or 
about 26 per cent of Canada’s share subscription is “paid in.” The balance is callable, meaning 
the institution can request the resources in the unlikely event that it requires them to meet its 
financial obligations to bondholders. Payments for the share subscription are authorized by the 
Act. Each payment to the EBRD is comprised of cash and a promissory note. 


As at March 31, 2007, Canada had paid-in shares valued at U.S.$216,197,668 (U.S.$216,197,668 
in 2006). Canada’s contingent liability for the callable portion of its shares is U.S.$612,420,000. 


g) International Bank for Reconstruction and Development (World Bank) 


This account records Canada’s subscriptions to the capital of the International Bank for 
Reconstruction and Development, as authorized by the Bretton Woods and Related Agreements 
Act and various appropriation acts. 


As at March 31, 2007, Canada subscribed to 44,795 shares. The total value of these shares is 
U.S.$5,403.8 million, of which U.S.$319.6 million plus U.S.$16.4 million has been paid in. 
The remaining portion is callable. The callable portion is subject to call by the Bank under 
certain circumstances. Canada’s contingent liability for the callable portion of its shares is 
U.S.$5,069 million. 


h) International Finance Corporation 


This account records Canada’s subscriptions to the capital of the International Finance 
Corporation, which is part of the World Bank Group, as authorized by the Bretton Woods and 
Related Agreements Act and various appropriation acts. 


As at March 31, 2007, Canada subscribed to 81,342 shares. These shares have a total value of 
U.S.$81.3 million, all of which has been paid in. 


i) Multilateral Investment Guarantee Agency 


This account records Canada’s subscriptions to the capital of the Multilateral Investment 
Guarantee Agency, as authorized by the Bretton Woods and Related Agreements Act and various 
appropriation acts. 


As at March 31, 2007, Canada subscribed to 5,225 shares. The total value of these shares is 
U.S.$56.5 million, of which U.S.$10.7 million is paid in and the remaining portion is callable. 
The callable portion is subject to call by the Agency under certain circumstances. Canada’s 
contingent liability for the callable portion of its shares is U.S.$45.8 million. 
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j) International Monetary Fund—Poverty Reduction and Growth Facility 


This account records the loan to the International Monetary Fund in order to provide assistance 
to debt-distressed, low-income countries, as authorized by the Bretton Woods and Related 
Agreements Act and various appropriation acts. The total loan authority pursuant to the Bretton 
Woods and Related Agreements Act was set at $550 million or such greater amount as may be 
fixed by the Governor in Council. The Governor in Council subsequently increased the limit to 
SDR700 million. 


As at March 31, 2007, Canada had lent a total of SDR700,000,000 (SDR700,000,000 in 2006) to 
the Poverty Reduction and Growth Facility. Of this amount, SDR490,490,901 (SDR481,008,625 
in 2006) has been repaid. The outstanding balance of SDR209,509,099 (SDR218,991,375 

in 2006) was translated into Canadian dollars at the year-end closing rate of exchange (1 SDR = 
C$1.74367). 


k) Global Environment Facility 


This account records the funding of a facility for environmental funding in developing countries 
in the areas of ozone, climate change, biodiversity, and international waters, as authorized by the 
Bretton Woods and Related Agreements Act and various appropriation acts. Advances to the 
Global Environment Facility (GEF) are made in non-negotiable, non-interest-bearing demand 
notes that are later encashed. 


As at March 31, 2007, advances to the GEF amounted to C$10,000,000. 


1) International Development Association 


This account records Canada’s contributions and subscriptions to the International Development 
Association (IDA), as authorized by the Bretton Woods and Related Agreements Act and various 
appropriation acts. The contributions and subscriptions to the Association, which is part of the 
World Bank Group, are used to lend funds to the poorest developing countries for development 
purposes, on highly favourable terms (no interest, a 35- to 40-year maturity, and 10 years of 
grace). Contributions and subscriptions to IDA are made in non-negotiable, non-interest-bearing 
demand notes that are later encashed. During the year, transactions included participation 
through the issuance of notes payable. 


As at March 31, 2007, Canada’s total participation in IDA amounted to C$7,493.3 million 
(C$7,175.1 million in 2006). 


m) Canadian Commercial Bank 


Advances have been made to the Canadian Commercial Bank representing the government’s 

participation in the support group as authorized by the Canadian Commercial Bank Financial 
Assistance Act. These funds represent the government’s participation in the loan portfolio that 
was acquired from the Bank and the purchase of outstanding debentures from existing holders. 
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n) Advances to the Financial Consumer Agency of Canada 


Interest-bearing advances have been made to defray the cost of operation of the Agency pursuant 


to subsection 13(1).of the Financial Consumer Agency of Canada Act. During the year, the 
advances were repaid in full. 


10. Tangible capital assets 
I 


. Disposals 

Opening _ and 

balance Acquisitions Transfers-in write-offs Closing balance 

($ thousands) 
Machinery and equipment 10,379 1,100 79 (837) 1 Ba PS Pa 
Motor vehicles 127 24 — (50) 101 
Leasehold improvements 1,150 — — (911) 239 
Assets under construction 889 — — (495) 394 
12,545 1,729 79 (2,293) 12,060 


[er ence 


Accumulated Amortization 


Disposals © 
Opening and 
balance Amortization T ransfers write-offs Closing balance 


($ thousands) 


Machinery and equipment 8,063 1,110 6 (973) 8,206 
Motor vehicles 88 16 — (37) 67 
Leasehold improvements 624 346 — (731) 239 


Assets under construction = = we ee i: 


SH Ards: 1,472 (6) (1,741) 8,512 
Sees 


LLL LL ss 
Net book value Net book value 
2007 2006 
a a TE RSET, FTI TIE 7 RR 


Machinery and equipment 3,120 2,316 
Motor vehicles 34 39 
Leasehold improvements — 526 
Assets under construction 394 889 

3,548 3,770 


The amortization expense for the year ended March 31, 2007, is $1,472 thousand 
($1,488 thousand in 2006). 
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41.Accounts payable and accrued liabilities 


Accounts payable—external 
Allowance for guarantees (Note 20) 


Accounts payable—other government departments and agencies 


Accrued vacation pay 
Total Accounts payable and accrued liabilities 


12. Taxes payable under tax collection agreements 


At March 31, 2007, taxes payable to provinces, territories, and Aboriginal governments in 
respect of taxes collectible under tax collection agreements is as follows: 


Personal income taxes 

Corporate income taxes 

Harmonized Sales Tax 

First Nations Sales Tax 

First Nations Goods and Services Tax 

Total Taxes payable under tax collection agreements 


13. Interest payable 


Retail debt 

Domestic bonds 
Foreign bonds 

Total Interest payable 


130 


2007. 200 
($ thousands) 

3,266,715 3,353,963 
500,037 872,500 
284,829 452,041 

4,714 5,034 

4,056,295 4,683,538 


($ thousands) ae 


3,392,912 3,908,207 
2,626,344 1,812,314 
402,494 291,092 
613 423 

370 341 
6,422,333 6,012,377 


($ thousands) 
2,974,153 3,250,827 
4,183,917 4,259,781 

249,213 238,107 
7,407,283 7,748,715 
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14. Notes payable to international organizations 


Non-interest bearing demand notes are issued in lieu of cash in respect of subscriptions and 
contributions to international organizations. The notes are presented for encashment according to 
their terms of agreement. 


At March 31, 2007, the amount outstanding is: 


($ thousands) 


European Bank for Reconstruction and Development—USD 


(Note 9f) 10,097 17,023 
International Bank of Reconstruction and Development—USD 

(Note 9g) 27,690 28,012 
Multilateral Investment Guarantee Agency—USD (Note 9i) 3,704 3,747 
International Development Association (Note 91) 318,270 318,270 
Total Notes payable to international organizations 359,761 367,052 


15.Matured debt 


Matured debt consists of debt that has matured but has not yet been redeemed. Matured debt that 
has not been redeemed fifteen years after the date of maturity or five years after the date of the 
call is recognized as revenue in the Statement of Operations. 


At March 31, 2007, the amount outstanding is: 


($ thousands) " 


Treasury bills (matured from 1977 to 1996) 591 591 
Marketable bonds (matured from 1992 to 2007) 17,049 17,514 
Retail debt (matured from 1992 to 2007) 915321 108,070 
Total Matured debt 108,961 126,175 


rr 
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46.Unmatured Debt and Other Financial Instruments 
i. Unmatured debt 


The Department borrows in both domestic and international markets on behalf of the 
Government of Canada. 


Domestic debt consists of Treasury bills, marketable bonds, retail debt, and non-marketable 
bonds issued to the CPPIB. 


Foreign debt consists of marketable bonds issued in U.S. dollars and euro; Canada notes issued 
in Japanese yen; Canada bills issued in U.S. dollars; and euro medium-term notes issued in 

U.S. dollars, Japanese yen, and euro. Marketable bonds include bonds assumed by the 
Department on February 5, 2001, on the dissolution of Petro-Canada Limited. Marketable bonds 
issued in New Zealand dollars and euro medium-term notes issued in Japanese yen were 
converted into U.S.-dollar liabilities through cross-currency swaps. 


The Treasury bills balance at March 31, 2007, consists of $16,200 million in odd issue bills, 
$36,800 million in three-month bills, $28,600 million in six-month bills, and $52,500 million in 
364-day bills. 


Canada Savings Bonds are redeemable on demand by the holder, with accrued interest calculated 
to the end of the previous month (no interest is paid if redeemed during the first three months 
following the date of issue). 


Non-marketable bonds and notes are interest-bearing certificates of indebtedness issued by the 
Government of Canada exclusively to the CPP Investment Fund and are redeemable at face value 
plus accrued interest. : 


Canada bills are short-term certificates of indebtedness issued by the Government of Canada in 
the U.S. money market under the government’s foreign currency borrowing program. Canada 
bills provide Canada with an additional source of short-term U.S. funds. 


The year-end balance of Canada bills payable in U.S. dollars was translated into Canadian 
dollars using the closing rate of exchange at March 31, 2007. 


Canada notes are issued by the Government of Canada under the government’s foreign currency 
borrowing program. Canada notes provide Canada with an additional source of medium-term 
foreign funds. The year-end balances of Canada notes were translated into Canadian dollars 
using the closing rate of exchange of the appropriate currency at March 31, 2007. 


Euro medium-term notes are issued by the Government of Canada in the euro markets under the 
government’s foreign currency borrowing program and thus provide Canada with an additional 
source of medium-term foreign funds. The year-end balances of euro medium-term notes were 


translated into Canadian dollars using the closing rate of exchange of the appropriate currency at 
March 31, 2007. 
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At March 31, the amount outstanding is: 


| Ghamortized ~~ Net book Net book 

discounts — value value 
ue (premiums) — 2001 2006 

($ thousands) 


Domestic debt: 


Treasury bills 134,100,000 (1,568,140) 132,531,860 130,230,290 
Marketable bonds 257,909,160 (5,081,326) 252,827,834 256,492,455 
Retail debt 15,175,014 — 15,175,014 17,342,186 
Non-marketable bonds 1,742,344 — 1,742,344 3,094,626 
Promissory notes — — — 7,561 
408,926,518 (6,649,466) 402,277,052 407,167,118 
Foreign debt: 

Marketable bonds 6,652,578 (502) 6,652,076 7,598,793 
Canada Notes 489,950 501 490,451 497,009 
Canada Bills 1,847,360 (10,440) 1,836,920 4,703,406 
Euro Medium-Term Notes 1,627,701 500 1,628,201 1,502,792 
10,617,589 (9,941) 10,607,648 14,302,000 
419,544,107 (6,659,407) 412,884,700 421,469,118 
Less: Government's holding (50,000) — 
Less: Securities held for the retirement of unmatured foreign debt (245,382) (248,320) 
412,639,318 421,170,798 
Cross-currency revaluation (1,090,914) (2,258,427) 

(receivables of $35,561,484; payables of $34,470,570) 
411,548,404 418,912,371 
Market value 449,977,772 460,249,498 


Section III: Supplementary Information 


nr 


133 


2006-07 Departmental Performance Report 


Contractual maturities of unmatured debt by currency over the next five years, at face value, are 
as follows: 


Canadian. ( Japanese : : ee 
Maturing year dollars’  US.dollars” = syen Eu Fetal 

: ($ thousands) 
2008 163,436,971 2,215,675 _—. 85,301 165,737,947 
2009 32,498,728 2,886,500 489,950 3,154,466 39,029,644 
2010 20,822,669 182,306 — 1,542,400 22,547,375 
2011 19,491,730 — SS = 19,491,730 
2012 21,547,208 _— ae — 21,547,208 
2013 and beyond LOT 2oeie 60,991 = — 151,190,203 
408,926,518 5,345,472 489,950 4,782,167 419,544,107 


A RR RES SN ES A RS 


The effective average annual interest rates are as follows: 


Treasury bills 4.20 302 
Marketable bonds—domestic 5.24 5.26 
Retail debt 3.54 3.84 
Non-marketable bonds 10.37 10.02 
Marketable bonds—foreign 5.14 5.13 
Canada bills 5.11 4.63 
Foreign currency notes 3.92 3.00 


ii. Derivative financial instruments 
a) Swap agreements 


Government debt is issued at both fixed and variable interest rates and is denominated in 
Canadian dollars, U.S. dollars and other currencies. The government has entered into interest rate 
and cross-currency swap agreements to facilitate management of its debt structure. In the case of 
interest rate swap agreements, fixed interest rate funding has been converted to variable rates tied 
to the Banker’s Acceptance rates of London Interbank Offered Rates (LIBOR). In the case of 
cross-currency swap agreements, Canadian-dollar and other foreign-currency debt has been 
converted into U.S. dollars or other foreign currencies with either fixed interest rates or variable 


Includes Treasury bills, marketable bonds, retail debt, non-marketable bonds, and promissory notes. 


2. Includes marketable bonds and Euro Medium-Term Notes issued in U.S. dollars, Canada Bills, marketable bonds issued in 


New Zealand dollars that were swapped into U.S. dollars, and Euro Medium-Term Notes issued in Japanese yen that were 
swapped into U.S. dollars. 


Includes Canada Notes. 


4. Includes marketable bonds and Euro Medium-Term Notes issued in euro. 
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interest rates. As a normal practice, the government’s Swap positions are held to maturity. 
The government does not enter into swap agreements for speculative purposes. 


The interest paid or payable and the interest received or receivable on all swap transactions are 
recorded as part of public debt charges. Unrealized gains or losses due to fluctuations in the 
foreign exchange value of the swaps are presented in the cross-currency swap revaluation 
account and are recognized as part of foreign exchange revenues in the Statement of Operations 
and Accumulated Deficit. 


Swaps with contractual or notional principal amounts outstanding at March 31, 2007, are as 
follows: 7 


($ thousands) 


2007 = ce a 2,346,928 
2008 29,269 5,452,725 29,609 2,983,471 
2009 1,385,520 2,705,375 1,401,600 2,653,411 
2010 el 3,577,985 zh 3,380,298 
2011 = 2,743,881 aE 2,571,392 
2012 = 2,261,822 os. 1,399,661 
2013 and beyond a3 16,313,993 10,881,744 
ee ie een ea en eo yf aa- 2) 
1,414,789 33,055,781 1,431,209 26,216,905 


b) Credit risk to swap agreements 


The government manages its exposure to credit risk by dealing principally with financial 
institutions having credit ratings from at least two recognized rating agencies, one of which must 
be Moody’s or Standard & Poor’s. At the time of inception of the agreement, the credit rating of 
the institution must be at least A-. 


The government does not have a significant concentration of credit risk with any individual 
institution and does not anticipate any credit loss with respect to its swap agreements. 
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The following table presents the notional amounts of the swap agreements by ratings assigned by 
Standard & Poor’s: 
2007 == 20a 
Standard & Poor's” 


($ thousands) 


AA+ 9,649,000 2,896,000 
AA 6,170,000 5,855,000 
AA- 16,085,570 13,593,114 
At 2,393,000 5,304,000 
A 173,000 — 

34,470,570 27,648,114 


c) Fair value of financial instruments 


The following table presents the carrying value and the fair value of financial assets and 
liabilities. Fair values are government estimates and are generally calculated using market 
conditions at a specific point in time where a market exists. Fair values of instruments with a 
short lifespan or of a non-negotiable nature are assumed to approximate carrying values. Fair 
values may not reflect future market conditions nor the actual values obtainable should the 
instrument be exchanged on the market. The calculations are subjective in nature and involve 
inherent uncertainties due to unpredictability of future events. 


2007 _ 2008 


Fair Value Difference _—Value_—_—Fair Value 


($ thousands) 


Carrying 
Value 


Difference 


Foreign 

Exchange 

Accounts 44,178,099 44,058,945 —119,154 40,826,522 40,765,334 —61,188 
Unmatured 

Debt 411,548,404 449,977,772 38,429,368 418,912,371 460,249,498 41,337,127 


d) Fair value of financial instruments—Derivative financial instruments 


The following table presents the fair value of derivative financial instruments with contractual or 
notional principal amounts outstanding at March 31, 2007: 


2007 2006 
Notional Value Fair Value Notional Value Fair Value 
($ thousands) “ a 
Interest rate and 
cross-Currency swaps 34,470,570 1,734,309 27,648,114 2,717,742 
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Fair value of the swap agreements are the estimated amount that the government would receive 
or pay, based on market factors, if the agreements were terminated on March 3 1. They are 
established by discounting the expected cash flows of the swap agreements by using fiscal 
year-end market interest and exchange rates. A positive (negative) fair value indicates that the 
government would receive (make) a payment if the agreements were terminated. 


ill. Managing foreign currency risk and sensitivity analysis to foreign currency exposures 


Interest rate and foreign currency risks are managed using a strategy of matching the duration 
structure and the currency of the Exchange Fund Account (EFA) assets and the related foreign 
currency borrowings of the Government of Canada. As at March 31, 2007, the EFA assets and 
the liabilities funding these assets were effectively “matched,” which means that most price 
changes would affect both sides of the Statement of Financial Position equally. Assets related to 
the International Monetary Fund are only partially matched because they are denominated in 
Special Drawing Rights. 


The Government of Canada’s foreign currency assets and liabilities are held mainly in three 
currency portfolios: the U.S. dollar, the euro and the Japanese yen. At March 31, 2007, a 

one per cent appreciation of the Canadian dollar versus the U.S. dollar, the euro, and the 
Japanese yen would have resulted in a foreign exchange loss of $19 million due to the 
unmatched exposure of the U.S. dollar portfolio and in a foreign exchange loss of $4 million due 
to the unmatched exposure of the euro portfolio. The Japanese portfolio was matched in terms of 
currency exposure at March 31, 2007. 


17. Other liabilities 
Other liabilities consist of the following: 


2007 2006 
($ thousands) 


Deposits: 
Canada Eldor Inc. (Note 17a) 43,500 53,500 
Canada Hibernia Holding Corporation (Note 17b) 78,478 74,740 
Collateral deposits (Note 17c) — Trot" 


121,978 205,551 
Other Liabilities: 


Common school funds—Ontario and Quebec (Note 17d) 2,678 2,678 
Foreign Claims Fund (Note 17e) 179 179 
War Claims Fund—World War II (Note 17f) 2,861 2,861 
Total Other Liabilities 124,839 208,412 


The deposits from two wholly-owned subsidiaries of the Canada Development Investment 
Corporation are non-interest bearing and are repayable. The collateral deposit was received as 
credit support under a collateral agreement and paid interest at prime less 0.5% 
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a) Canada Eldor Inc.—Holdback—Privatization—Canada Development Investment 
Corporation 


This account was established pursuant to subsection 129(1) of the Financial Administration Act. 
This special purpose money is to be used to meet costs incurred on the sale of Crown 
corporations and demand for payment by purchasers pursuant to the acquisition agreement and 
costs incurred by the Canada Development Investment Corporation in connection with their sale. 


b) Canada Hibernia Holding Corporation—Abandonment reserve fund 


This account was established to record funds that will be used to defray the future abandonment 
costs that will occur at the closure of the Hibernia field. 


c) Swap collateral deposit 


This account was established to record cash received as credit support under a collateral 
agreement with a financial institution. This amount was reimbursed in full by June 2006. 


d) Common school funds—Ontario and Quebec 


This account was established under /2 Victoria 1849, Chapter 200, to record the proceeds from 
the sale of lands set apart for the support and maintenance of common schools in Upper and 
Lower Canada, now Ontario and Quebec. Interest of $133,889—apportioned on the basis of 
population—is paid directly to these provinces on a semi-annual basis, at the rate of 5 per cent 
per annum, and is charged to interest on the public debt. 


e) Foreign claims fund 


This account was established by Vote 22a, Appropriation Act No. 9, 1966, to record (a) such part 
of the money received from the Custodian of Enemy Property, proceeds of the sale of property, 
and the earnings of property and (b) all amounts received from governments of other countries 
pursuant to agreements entered into after April 1, 1966, relating to the settlement of Canadian 
claims and also records payment of claims submitted, including payment of the expenses 
incurred in investigating and reporting on such claims. 


f) War claims fund—World War II 


This account was established by Vote 696, Appropriation Act No. 4, 1952, to record moneys 
received from the Custodian of Enemy Property or from other sources and payments (a) to 
eligible claimants for compensation in respect of World War II; (b) of a supplementary award 
amounting to 50 per cent of the original award (PC 1958-1467, October 23, 1958); and (c) of 
expenses incurred in investigating and reporting on claims. The War Claims Commission was 
established to enquire into and report on claims made by Canadians arising out of World War II 
for which compensation may be paid from this or any other fund established for the purpose. 
The expenses of the Commission are chargeable hereto. 
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18.Employee benefits 
a) Pension benefits 


The Department of Finance Canada’s employees participate in the Public Service Pension Plan, 
which is sponsored and administered by the Government of Canada. Pension benefits accrue up 
to a maximum period of 35 years at a rate of 2 per cent per year of pensionable service times the 
average of the best five consecutive years of earnings. The benefits are integrated with the 
Canada/Quebec Pension Plan benefits and they are indexed to inflation. 


Both the employees and the Department contribute to the cost of the Plan. The expense 
amounted to $8,668 thousand in 2006-07 ($9,210 thousand in 2006), which represents 
approximately 2.2 times (2.6 times in 2006) the contributions made by employees. 


The Department’s responsibility with regard to the Plan is limited to its contributions. Actuarial 
surpluses or deficiencies are recognized in the financial statements of the Government of 
Canada, as the Plan’s sponsor. 


b) Severance benefits 


The Department of Finance Canada provides severance benefits to its employees based on 
eligibility, years of service, and final salary. These severance benefits are not pre-funded. 
Benefits will be paid from future appropriations. Information about the severance benefits, 
measured as at March 31, is as follows: 


($ thousands) 
Accrued benefit obligation, beginning of year 12,995 11,929 
Expense for the year 2,019 2,438 
Benefits paid during the year (1,410) (1,372) 
Accrued benefit obligation, end of year 13,604 12,995 
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19.Equity of Canada 

The Department of Finance Canada includes in its revenues and expenses the transactions of 
certain consolidated other liabilities. The Government of Canada’s own legislation requires that 
the revenues of these accounts be earmarked and the related expenses be charged against such 


revenues. 


($ thousands) aree 


Equity, excluding consolidated other liabilities (373,853,054) (383,932,731) 
Consolidated other liabilities: 
Canadian Commercial Bank and Northland Bank Holdback 
Account (Note 19a) 246,223 246,223 
Investors’ Indemnity Account (Note 19b) 45 45 
246,268 246,268 
Equity (373,606,786) (383,686,463) — 


a) Canadian Commercial Bank and Northland Bank Holdback Account 


This account was established to record the amount held from the recovery of monies received on 
the windup of the Canadian Commercial Bank and Northland Bank. The monies are used to pay 
claims from depositors of Canadian Commercial Bank, CCB Mortgage Investment Corporation, 
and Northland Bank pursuant to the Financial Institutions Depositors Compensation Act. 


b) Investors’ Indemnity Account 


This account was established pursuant to the Financial Administration Act for the payment of 
any losses sustained by subscribers of Government of Canada securities who have paid all or part 
of the purchase price but did not receive the security or repayment of the amount paid and losses 
sustained by any person in the redemption of securities. 


20. Contingent liabilities 
a) Litigation 


In the normal course of its operations, the Department of Finance Canada becomes involved in 
various legal actions. Some of these potential liabilities may become actual liabilities when one 
or more future events occur or fail to occur. To the extent that the future event is likely to occur 
or fail to occur, and a reasonable estimate of the loss can be made, an estimated liability is 
accrued and an expense recorded on the Department’s financial statements. 


As at March 31, 2007, the Department has contingent liabilities of $207 million ($127 million in 
2006) based on the Departments legal assessment of the potential exposure. The existence and 
amount of the liability depend upon the future outcome of these legal actions, which are not 


currently determinable. No accrual for these contingent liabilities has been made in the financial 
statements. 


sea Department of Finance Canada 


2006-07 Departmental Performance Report 


Department of Finance Canada 
Notes to the Financial Statements (unaudited) 


b) Callable share capital — 


The Department has callable share capital in certain international organizations that could require 
payments to those organizations. At March 31, 2007, callable share capital is $6,613 million 
($6,689 million in 2006). 


c) Loan guarantees 


The Department of Finance Canada guarantees loans insured by the Mortgage Insurance 
Company of Canada and the Genworth Financial Mortgage Insurance Company Canada. 

At March 31, 2007, the contingent liability related to the guarantees is $1,706 million 

($962 million in 2006). Losses on loan guarantees are recorded in the accounts when it is likely 
that a payment will be made to honour a guarantee and where the amount of the anticipated loss 
can be reasonably estimated. The amount of the allowance for losses is determined by taking into 
consideration historical loss experience and current economic conditions. 


The Department manages guarantees to the Canadian Wheat Board for the repayment of the 
principal and interest of all receivables resulting from sales made under the Credit Grain Sale 
Program for an amount of $1,541 million ($2,795 million in 2006) and a portion of credit sales 
made under the Agri-Food Credit Facility, which amounted to $65 million ($56 million in 2006). 


The Department administers the government’s compensation arrangement regarding Export 
Development Canada’s sovereign loans and guarantees. Under this arrangement, the government 
fully compensates Export Development Canada for the cost of existing debt reduction 
commitments and shares losses with Export Development Canada on new debt reduction on 
obligations contracted before March 31, 2001. The government has also agreed to share losses 
with Export Development Canada in the event of unilateral debt reduction on debts contracted 
after March 31, 2001. Total funds covered under this agreement amount to $1,780 million 
($2,297 million in 2006). 


A total liability of $500 million ($873 million in 2006) was recorded. 


21.Contractual obligations 


The nature of the Department’s activities can result in some large multi-year contracts and 
obligations whereby the Department will be obligated to make future payments when the 
services or goods are received. Significant contractual obligations that can be reasonably 
estimated are summarized as follows: 


Section III: Supplementary Information 14] 


2006-07 Departmental Performance Report 


ee ne ne ee 


2011 and. 
2008 2009 2010 thereafter Total 
($ thousands) 
Undisbursed Loans 
and Advances 
International 
Development 
Association 318,000 0 0 0 318,000 
Transfer Payments 
International 
Development 
Association 0 25,000 29,000 36,000 90,000 
African Development 
Fund 7,000 8,000 10,000 13,000 38,000 
Total 325,000 33,000 39,000 49,000 446,000 


22.Related party transactions 


The Department is related as a result of common ownership to all Goverment of Canada 
departments, agencies, and Crown corporations. The Department enters into transactions with 
these entities in the normal course of business and on normal trade terms. In addition, during the 
year, the Department received services that were obtained without charge from other government 
departments as presented below. 


Services provided without charge 


During the year, the Department received without charge from other departments 
accommodation, legal fees, and the employer’s contribution to employee health and dental 
insurance plans. These services without charge have been recognized in the Department’s 
Statement of Operations as follows: 


: Tonsaneat 
Accommodation 9,718 9,762 
Employer's contribution to employee health and dental insurance plans 4,898 4,951 
Legal services 4,158 2,128 
Total 18,774 16,841 


The Government of Canada has structured some of its administrative activities for efficiency and 
cost-effectiveness purposes so that one department performs these on behalf of all departments 
without charge. The cost of these services, which include payroll and cheque issuance services 


provided by Public Works and Government Services Canada, are not included as an expense in 
the Statement of Operations. 


23. Comparative Information 


Comparative figures have been reclassified to conform to the current year’s presentation. 
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Table 13: Response to Parliamentary Committees and Audits and 
Evaluations jes the =a ia Mee 


1p Standing Conimities on the Status of Women 


Government Response to a Report entitled Gender-Based Analysis: Building Blocks for Success 


The Standing Committee presented reports to the House in April 2005 and in May 2006. 


In July 2005, in response to the recommendations contained in the first report, the Department of Finance 
Canada committed to appoint a gender-based analysis (GBA) champion, to conduct a pilot project to train 
analysts and managers in GBA, and to continue to hold pre-budget consultations with various groups. 
The Department has fulfilled all three commitments. 


The Department responded, in August 2006, to the second report and committed to post examples of 
good GBA analysis on the Department's internal website, to provide GBA training workshops to branches 
other than Tax Policy, to include GBA in the training curriculum for new employees, and to report on 
progress made in its departmental performance report (DPR). The Department is working toward fulfilling 
these commitments and will report on all of them in next year’s DPR. 


2. Standing Committee on Finance 


Report 14—Study on Income Trusts (adopted by the Committee on February 22, 2007; presented to the 
House on February 28, 2007) 


Government Response: 14th Report of the Standing Committee on Finance, Taxing Income Trusts: 
Reconcilable or Irreconcilable Differences? (Presented to the House on July 18, 2007) 


Advertising and Public Opinion Research (February 2007 Status Report, Chapter 1) 
See http://www.oag-bvg.gc.ca/domino/reports.nsf/html/20070201ce.html 


Expenditure Management System at the Government Centre (November 2006, Chapter 1) 


See http://www.oag-bvg.gc.ca/domino/reprots.nsf/html/20061101ce.htmlI 


In 2006-07, the Tax Policy program published two reports on the impact of the tax system on aspects of 
the Canadian economy. One of the reports compared marginal effective tax rates across countries in the 
manufacturing sector and their impact on business investment, while the other report examined the 
impact of the income tax system on the decision of young Canadians to undertake post-secondary 
education. The reports are available in the 2006 Tax Expenditures and Evaluations publication (see 
http://www. fin.gc.ca/toce/2006/taxexp_e.html). 


An external review of Receiver General cash management was completed, which was generally 
favourable with respect to the government's current polices and practices in this areas. The evaluation 
report is posted on the Department of Finance Canada’s website (see 

http://www. fin.gc.ca/efa/Report2006_e.html). 
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Reviews, Audits, and Evaluations 


As part of the 2005-06 fiscal year Risk-Based Audit Plan, the Department of Finance Canada’s Audit and 
Evaluation Committee authorized a review of administrative controls over international obligations and 
subscription payments. The review was undertaken during fiscal year 2006-07 and the report is 
scheduled to be tabled for approval to the Committee in fiscal year 2007-08. 


An external evaluation of the Exchange Fund Account completed in 2006 concluded that the 
government's policies and practices are sound and in keeping with those of other comparable countries. 
The evaluation report is available on the Department of Finance Canada’s website (see 

http://www. fin.gc.ca/efa/EFA2006_e.html). 


The CPP triennial review was completed in June 2006. Federal and provincial ministers of Finance 
reviewed the CPP Investment Board’s accountability and governance framework in the context of the 
government's proposals for the Federal Accountability Act. Ministers reviewed in particular the areas of 
codes of conduct, conflict of interest, and disclosure policies and practices and concluded that they meet 
or exceed practices of public- and private-sector pension funds. Ministers also endorsed the CPP 
Investment Board’s fiduciary investment mandate and its Policy on Responsible Investing adopted in 
October 2005. On an ongoing basis, the CPP Investment Board is achieving strong results and improving 
the sustainability of the CPP. ; 


A general link to evaluations conducted as part of the Treasury Evaluation program (TEP) can be found 
on the web (see http://www. fin.gc.ca/access/audit_e.html#Treasury). 


Internal Audits 


e Audit of Administrative Controls Over Financial Debt Instruments: Foreign Debt Portfolio and Foreign 
Currency Asset Reserve (completed and posted on the Web at 
http://www.fin.gc.ca/access/audit_e.html) 


e Audit of Accounts Payable: A preliminary survey has been completed; the detailed examination phase 
has been deferred until 2008-09. 


Other Projects 


e Review of Administrative Controls Over International Obligations and Subscription Payments (to be 
tabled for approval in the fall of 2007) 


e Review of Translation and Editing Services (to be tabled for approval in the fall of 2007) 


e Development of the Department of Finance Canada Risk-based Audit Plan (completed) 
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Table 14: Sustainable Development Strategy 


“Sustainable development” is defined as development that meets the needs of the present without 
compromising the ability of future generations to meet their own needs, and it is a key 
commitment of all federal departments. In 1995, the Auditor General Act was amended to 
require each department to prepare and update a sustainable development strategy (SDS). These 
strategies are tabled in the House of Commons, and the Commissioner of the Environment and 
Sustainable Development monitors the progress toward their implementation. 


An SDS is intended to outline a department’s goals and action plans for integrating sustainable 
development into its policies, programs, and operations over three-year planning periods. 

The first Department of Finance Canada SDS, which was tabled in the House of Commons in 
1997, helped show how the federal government’s fiscal and economic plans contributed to 
sustainable development in Canada, outlined the Department’s approach and contribution to 
international sustainable development issues, and showed how the Department would improve 
environmental performance in its operations. 


The Department of Finance Canada’s updated strategy for 2004-06 was completed in 
December 2003. It built upon the solid foundation provided by the previous two versions and 
focusses on those areas where the Department can make unique and important contributions to 
sustainable development in Canada and around the world. The Department’s 1998-2000, 
2001-03, and 2004-06 strategies can be found on the web (see 
http://www.fin.gc.ca/purl/susdev-e.html). 


The Department has implemented a renewed management strategy for the SDS. This consists of 
a departmental sustainable development champion, a core working group of officials with 
representatives from all branches, and documented reviews of sustainable development progress 
and planning by a senior management committee. The Department has also continued to raise 
awareness of the departmental process for fulfilling the Department’s obligations under the 
Cabinet Directive on Strategic Environmental Assessment. 


Strategic Outcomes 


The Department of Finance Canada confirmed two key goals in its 2004—06 SDS: to promote 
intergenerational equity through effective fiscal management and to continually strive to more 
fully integrate economic, social, and environmental considerations and objectives into policy 
making. 


Key Issues 


To help focus on these goals, the 2004-06 SDS identifies four themes or key issues on which to 
base departmental actions over the next three years: Building the Future, Integrating the 
Economy and the Environment, Integrating Sustainable Development into the Global Economy, 
and Greening Operations. The Department’s action plan for sustainable development sets out a 
number of objectives and targeted actions in each of these four areas over the planning period. 
The following describes the Department’s four key issues and how they relate to the two broad 
sustainable development goals: 
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Building the future highlights how the Department contributes to intergenerational equity by 
demonstrating the sustainable development impacts of the government’s key priorities in areas 
where the Department has a mandated responsibility. Commitments in this area include 
improving fiscal health, solidifying major social programs, and implementing some of the 
government’s key environmental sustainable development priorities. 


Integrating the economy and the environment involves building on the Department’s 
analytical foundation and broadening its knowledge base in support of progress in integrating 
environmental and economic considerations into tax, spending, and related policies. 
Commitments in this area include expanding analytical abilities, conducting further analytical 
work on environmental issues such as climate change, and raising awareness of the departmental 
process for implementing the 1999 Cabinet Directive on the Environmental Assessment of 
Policy, Plan and Program Proposals. 


Integrating sustainable development in the global economy involves participating in efforts to 
address globalization of the world economy and the links to environmental concerns and 
international competitiveness. Commitments in this area include continuing to examine the 
linkages between trade and the environment and increasing knowledge of the relationship 
between financial services and international environmental practices. The Department of Finance 
Canada will also continue to participate in preparing for and negotiating international 
environmental agreements. 


Greening operations involves identifying and acting to address the negative environmental 
impacts of the Department’s operations and promoting best practices within the Department. 


Targets and Reporting 


A detailed outline of the Department’s objectives, targets, and results for planned activities in 
2006-07 to implement the 2004-06 SDS is available at http://www. fin.gc.ca/purl/susdey-e.html. 


A detailed outline of the Department’s objectives, actions, and planned results in its SDS in 
2007-08 and the highlights of its new 2007-09 SDS are available on the web (see 
http://www.fin.gc.ca/purl/susdev-e.html). 
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Table 15: Travel Policies 


The Department of Finance Canada follows and uses the Treasury Board policy parameters. 


Comparison to the Treasury Board 7rave/ Directive, Rates and 
Allowances 


The Department of Finance Canada follows and uses the Treasury Board policy parameters. 


Section III: Supplementary Information 147 


2006-07 Departmental Performance Report 


Section IV: Other Items of Interest 


Renewal of the Human Resources Plan 


Over the reporting period, 2006-07, the Department of Finance Canada worked on the 
development and implementation of its integrated Human Resources (HR) Plan. The integrated 
HR plan is designed to align with the departmental business planning process, as well as with the 
overarching goal of creating a workplace that places the highest value on its “human” resources. 
The Plan, updated in 2006-07 through extensive internal consultations and employee feedback, 
is based on three guiding principles: 


e inclusiveness and development of policies that apply to all occupational groups in the 
Department; 


e consistency across all branches, recognizing that different branches have different needs and 
priorities; and 

e ashared responsibility among all employees and managers for making the Department a truly 
rewarding place to work. 


The HR Plan identified four priority areas: 1. Official Languages; 2. Employee Development; 
3. Communication; and 4. Work-life Balance. 


1. Official languages 


The objective is to continue development and implementation of a departmental strategy for 
building a bilingual workplace. Accomplishments included the following: 


o finalizing the departmental official languages policy; and 


o finalizing the corporate action plan for official languages. 


2. Employee development 


The objective is to further enhance and communicate a corporate strategy for developing 
employees. Key initiatives included the following: 


© developing a departmental continuous learning policy; 


o developing, communicating, and implementing a corporate action plan, including 
competency guides, core curriculum, database of training courses, improved 
communication of developmental opportunities, follow-up on succession planning, the 
Speakers Series, and networking events, mentoring program expansion, and harassment 
and discrimination awareness. 
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3. Communication 


The objective is to foster a culture of better communication and information and knowledge 
sharing. Key activities included the following: 


establishing branch management advisory groups; 

encouraging regular branch, division, and section meetings; 
encouraging managers to share access to their agendas where possible; 
communicating performance management agreement information: 


improving effectiveness of the Town Hall as a communication vehicle; and 


OO 0 AO 20 SG 


improving the ease of use of the InfoSite. 
4. Work-life Balance 


The objective is to continue to encourage a supportive work environment in the Department. 
Key initiatives included the following: 


o developing and communicating departmental overtime guiding principles (consistent with 
collective agreements); 


identifying and sharing best HR practices; 
encouraging effective sign-off practices; and 


expanding health and well-being initiatives. 


Modernizing the Staffing Process at the Department of Finance 
Canada 


The Integrated HR Plan was prepared in response to the legislative changes brought about by the 
Public Service Employment Act (PSEA). The PSEA is intended to modernize staffing, support 
collaborative labour relations, clarify managerial roles, strengthen accountability, and provide 
employees at all levels with access to continuous learning opportunities. In particular, the 
modernization of the staffing process, in accordance with the new PSEA, allows for greater 
flexibility and accountability for staffing decisions by: 


e clarifying responsibilities and eliminating inefficiencies in the staffing process while 
retaining the core values of merit, non-partisanship, fairness, access, and transparency; 


¢ implementing a merit-based staffing system that allows managers to hire qualified and 
competent individuals more quickly; and 


e delegating increased responsibilities for staffing to the deputy head of each department. 


A component of the Department of Finance Canada’s Integrated HR Plan is the provision of 
targeted staffing strategies for each branch within the Department. The branch-specific staffing 
strategies are based on current and future business needs, include Employment Equity and 
Official Language action plans, and identify particular gaps and challenges for the approaching 
fiscal year so as to provide managers with a general framework from which to base their staffing 


activities. 
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Integrated Planning and Resource Allocation Framework 


The Department of Finance Canada developed an integrated planning and resource allocation 
framework during 2005-06 that was successfully implemented for the first time in the 2006—07 
fiscal year. Main elements of the framework included priority setting, followed by business 
planning, which provided a tool for program activities to link priorities, work planning, results 
and performance measurement to both financial and human resources requirements and also to 
identify potential risks and mitigation strategies. The framework has been a key, internal 
planning tool that has enabled the Department to better report and demonstrate accountability for 
results and resources to Parliament and Canadians. Further enhancements are planned to fully 
integrate aspects of HR planning. 
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List of Statutory Reports and Other Departmental Reports 


Annual Financial Report of the Government of Canada and Fiscal Reference Tables 

Annual Report to Parliament on the Operations of the Exchange Fund Account 

Canada Investment and Savings Annual Report (http://www.csb.gc.ca) 

Canadian Federal Budget 

Debt Management Report 

Debt Management Strategy 

Departmental Performance Report 

Economic and Fiscal Update 

Economy in Brief—Quarterly 

Fiscal Monitor—Monthly 

Government of Canada Securities—Quarterly 

Report on Operations under the Bretton Woods and Related Agreements Act 

Report on Operations under the European Bank for Reconstruction and Development 
Agreement Act 

Report on Plans and Priorities 

Sustainable Development Strategy 


Tax Expenditures and Evaluations 
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Contacts for Further Information and Websites 


Home page: http://www.fin.ge.ca 


Contact the Minister 
Email messages for the Minister of Finance, the Honourable James M. Flaherty, P.C., M.P: 


jflaherty@fin.gc.ca 


Contact the Department 
Comments or questions regarding the Department’s activities or the information on the 
Department of Finance Canada website: 


Consultations and Communications Branch 
Department of Finance Canada 

140 O’Connor Street 

Ottawa ON K1A 0G5 

Canada 


Telephone: 613-992-1753 
Email: consultcomm@fin.gce.ca 


Printed copies of Department of Finance Canada publications 
Distribution Centre 

Department of Finance Canada 

140 O’Connor Street 

Ottawa ON KIA 0G5 

Canada 


Telephone: 613-995-2855 
Fax: 613-996-0518 
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Rapport ministériel sur le rendement 2006-2007 


Tableau 8-A : Lo/ sur les frais d’utilisation 


Le tableau suivant indique les frais d’utilisation administrés par le Ministére 


Exercices de 


de Revenus oo 
revenus _—s réels_~—s Coot total Prévision Coit total 
Autorité Date de fen fen =. (en oe de estimatif 
d’établisse- = la _milliers__—_—milliers__—_—milliers | __ Résultats revenus (en 
A. Frais Catégorie omentdes derniére de # de de. du enmilliers  milliers de 
d'utilisation de frais frais modif. dollars) ~— dollars) _— dollars) tendement  Exercice dedollars dollars) 


Autres Loi sur 1992 8 14 770 Cadre en Les délais 2007-2008 14 972 
biens et l'accés a élaboration par le fixés par la 2008-2009 14 971 
: services l'information Secrétariat du loi sont 

Far Conseil du Trésor respectés a 2009-2010 14 971 

pour le du Canada 92 p. 100 

traitement des Complément 

demandes d'information a 

d’acces l’adresse 

présentées en http://laws.justice.ge. 

vertu de la Loj ca/fr/showdoc/cs/a- 

sur l’accés a 1///fr?page=1&noCo 

l'information okie. 


B. Date de la derniére modification 
Sans objet 


C. Renseignements supplémentaires 
Le Ministére a pour pratique de renoncer aux frais inférieurs a 25 $. Dans certains cas exceptionnels, lorsque les circonstances le justifient, il peut également renoncer a d’autres 


frais. 
——————————- _—n ee ee eae eee 


_(en ‘mnitiere ae dollars). 
: ae de | ro gramme 


~ Paiements 


Dévelop-_ i Relations . - ~~~ detransiertt = =—-: Organ. 

‘Politique Poltique ment fédérales- 9 = . aux —_—_ Sations | 
Politique écono- du économique provinciales © ‘Finances ot _ a provinces et financiéres 

de miqueet secteur etfinances et politique commerce > Dette” _ Monnaie aux interna- 


Direction §__—siV’impét 
Relations fédérales- 


provinciales et 
politique sociale” 


fiscale financier intégrées — sociale 


internationaux — publique ‘canadienne _ territoires” tionales Total 


Dépenses prévues 17 229 38 631 828 38 649 057 
Dépenses réelles 14 497 38 441 221 38 455 718 
Finances et 

commerce 

internationaux® 

Dépenses prévues 15 997 733 340 749 337 
Dépenses réelles 14 903 1006072 1020975 


* Les chiffres ayant été arrondis, leur somme peut différer des totaux indiqués. 


Nota: 


N 


2 


L’écart observé a la Direction de la politique du secteur financier au chapitre de l’activité de programme Politique du secteur financier représente 76 millions de dollars pour une perte nette sur le change 
liée aux réévaluations de swaps de devises. L’écart dans l’activité de programme Dette publique s’explique par une baisse plus importante que prévu de l’encours de la dette portant intérét ainsi que par un 
taux d’intérét effectif plus bas que prévu. L’écart relatif a l’activité de programme Monnaie canadienne résulte d’une demande plus forte de pieces de monnaie au sein de |’économie et par la hausse 
connexe de leurs cofits de production et de distribution en réponse a cet accroissement de la demande. Le tableau 6 montre une hausse équivalente des revenus associés a la vente de monnaie canadienne. 


Les écarts qu’enregistre la Direction des relations fédérales-provinciales et de la politique sociale relativement a l’activité de programme Paiements de transfert aux provinces et aux territoires découlent 


principalement d’une augmentation de 182,016 milliers de dollars des paiements de remplacement pour programmes permanents et d’une augmentation de 7, 787 milliers de dollars au titre du 
recouvrement ayant trait aux allocations aux jeunes. 


Des crédits inutilisés de 88,602 milliers de dollars du vote 5 expliquent les écarts enregistrés par la Direction des finances et du commerce internationaux entre les dépenses prévues et les 
dépenses réelles. I] est 4 noter que cette somme de 5,594 milliers de dollars a été transférée au ministére des Affaires étrangéres et du Commerce international Canada. De plus, ni la 
dépense de 44,82 milliers de dollars consacrée a une perte de change nette sur les paiements internationaux, ni celle du crédit non budgétaire L10 s’elevant a - 318,27 milliers de dollars 
pour la délivrance et le paiement de billets 4 vue non négociables et ne portant pas intérét a 1’ Association internationale de développement n’ont été incluses dans les dépenses prévues. 
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Tableau 7 : Besoins de ressources par direction 


Le tableau suivant illustre la répartition des ressources du Ministere entre les directions. 
2006-2007 


en milliers de dollars 
Activités de programme 


Paiements 
Dévelop- Relations de transfert Organi- 
Politique Politique —pement fédérales- aux sations 
Politique écono- du économique provinciales Finances et provinces et _financiéres 
de mique et secteur etfinances et politique commerce Dette Monnaie aux interna- 
Direction rimpét __fiscale financier _intégrées sociale _internationaux publique canadienne _ territoires tionales Total 


Politique de l’impét 


Dépenses prévues 31 742 31 742 

Dépenses réelles 30 805 30 805 

Politiques 

économique et 

fiscale 

Dépenses prévues 14 973 14 973 
Dépenses réelles 14 500 14 500 
Politique du 

secteur financier’ 

Dépenses prévues 21 105 34 395 000 83 100 34 499 205 
Dépenses réelles 101 443 34 108 504 135 602 34 345 549 


Développement 
économique et 
finances intégrées” 


Dépenses prévues 8 006 8 006 


Dépenses réelles 7 799 7 799 
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Section Ill : Supplement d’information 
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Architecture des activites des programmes et 
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Activites du programme 


organigramme 


Ministre des 
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Sous-ministre 


Sous-ministre déelégué 
principal et représentant 
du Canada auprés du G-7 


Sous-ministre 
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SMA, Services 
ministéeriels 
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SMA, Services 
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SMA, Relations 
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féd.-proy. et 
politique sociale 


Déy. économique 
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Politique du 


secteur financier Administration générale* 


Paiements de 
transfert aux 


Dette publique 


provinces et aux 
territoires 


Monnaie 
canadienne 


* Cette activité de programme comprend 
également la gestion ministeérielle. 
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Rapport ministériel sur le rendement 2006-2007 
el ee ee eee 


Lien avec les résultats du gouvernement du Canada 


Le tableau ci-aprés relie le résultat stratégique, les priorités et les activités de programme du Ministére de maniére 4 montrer comment 
les efforts de ce dernier appuient de facon plus générale les secteurs de résultat du gouvernement du Canada. 


| Favoriser une croissance économique solide et durable, 


\ nique s afin de faire augmenter le niveau de vie et 
d’accroitre la qualité de vie des Canadiens. : 


Résultat stratégique 


Creiecaiice | Cadre ie. . Présence Résultat pertinent du 


Activité de programme eae. gestion 


: oe économique politique etticace sur la gouvernement du Canada 
pene durable | socialesolida |. , “°°P° : 
| - | internationale 


1. Politique de l’impét 


2. Politiques économique et 
fiscale 


Politique du secteur financier 


4. Développement économique et 
finances intégrées 


5. Relations fédérales- 
provinciales et politique sociale 


. V V Forte croissance économique 

y y V Forte croissance économique 

V V V V Marché équitable et sir 

al y Forte croissance économique 
| 


Hitg Forte croissance économique 
-f V Un Canada prospére grace au 
commerce international 


6. Finances et commerce 
internationaux 


Dette publique Tous les résultats 


Monnaie canadienne Affaires gouvernementales 


Paiements de transfert aux 
provinces et aux territoires 


Forte croissance économique 
Canadiens en santé 


10. Organisations financiéres 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. The Estimates, which are tabled in 
the House of Commons by the President of the Treasury Board, consist of: 


Part I —- The Government Expense Plan provides an overview of federal spending and summarizes the key 


elements of the Main Estimates. 


Part II — The Main Estimates directly support the Appropriation Act. The Main Estimates identify the spending 
authorities (votes) and amounts to be included in subsequent appropriation bills. Parliament will be asked to approve 
these votes to enable the government to proceed with its spending plans. Parts I and II of the Estimates are tabled 


concurrently on or before March 1. 


Part III — Departmental Expenditure Plans, which is divided into two components: 


|) Reports on Plans and Priorities (RPPs) are individual expenditure plans for each department and agency 
(excluding Crown corporations). These reports provide increased levels of detail over a three-year period on an 
organisation’s main priorities by strategic outcome(s), program activity(s) and planned/expected results, including 
links to related resource requirements. The RPPs also provide details on human resource requirements, major 
capital projects, grants and contributions, and net program costs. They are tabled in Parliament by the President of 
the Treasury Board on behalf of the ministers who preside over the appropriation dependent departments and 
agencies identified in Schedules I, I.1 and I of the Financial Administration Act. These documents are usually 
tabled on or before March 31 and referred to committees, which may then report to the House of Commons 


pursuant to Standing Order 81(7). 


2) Departmental Performance Reports (DPRs) are individual department and agency accounts of results achieved 
against planned performance expectations as set out in respective RPPs. These Performance Reports, which cover 
the most recently completed fiscal year, are tabled in Parliament in the fall by the President of the Treasury Board 
on behalf of the ministers who preside over the appropriation dependent departments and agencies identified in 


Schedules I, I.1 and Il of the Financial Administration Act. 


Supplementary Estimates directly support an Appropriation Act. The Supplementary Estimates identify the spending 
authorities (votes) and amounts to be included in the subsequent appropriation bill. Parliamentary approval is required 
to enable the government to proceed with its spending plans. Supplementary Estimates are normally tabled twice a year, 
the first document in early November and a final document in early March. Each Supplementary Estimates document is 
identified alphabetically A, B, C, etc. Under special circumstances, more than two Supplementary Estimates documents 


can be published in any given year. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments 


achieved in Departmental Performance Reports, this material helps Parliament hold the government to account for 


the allocation and management of public funds. 
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Foreword 


Departmental Performance Reports are a key component in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and Canadians. They are at the heart of 
accountability in government. 


Departments and agencies are encouraged to prepare their reports according to the Government 
of Canada Reporting Principles (provided in the Guide to the Preparation of the 2006-2007 
Estimates available at http://www.tbs-sct.gc.ca/rma/dpr3/06-07/index_e.asp). These principles 
are the conceptual foundation upon which the reports are prepared and they are consistent with 
current recommended public reporting practices. 


Based on these principles, an effective performance report provides a concise, coherent, reliable, 
and balanced account of an organization’s performance in relation to its plans and expected 
results. It focuses on results by reporting not only the activities and outputs achieved, but also the 
progress made towards achieving outcomes - the enduring benefits for Canadians and Canadian 
society. It sets performance in context, associates performance with plans and expected results 
(explaining any changes), and discusses the key risks and challenges that affected organizational 
_ performance. An effective performance report has strong linkages between resources and results 
to show what was achieved through the sound stewardship of public funds. It also reports on 
results realised in partnership with other governmental and non-governmental organisations. 
Finally, the report is credible because it uses objective, evidenced-based information to 
substantiate the performance reported. 


This Departmental Performance Report, along with those of many other organizations, is 
available at the Treasury Board of Canada Secretariat Internet site: http://www.tbs-sct.gc.ca/est- 
pre/estime.asp. Readers seeking a high-level, whole of government overview of the federal 
government’s contribution to Canada’s performance as a nation should refer to Canada’s 
Performance 2006-07, available online at the same Internet address. Structured around four 
broad spending areas (Economic Affairs, Social Affairs, International Affairs and Government 
Affairs), Canada’s Performance 2006-07 serves as a guide to the 90 Departmental Performance 
Reports and includes a whole of government view of actual spending as well as selected 
highlights from departmental and agency performance reports. The electronic version of 
Canada’s Performance links to the relevant Departmental Performance Reports, which contain 
additional information on performance and resources. 


The Government of Canada is committed to continually improving reporting to Parliament and 
Canadians. The input of readers is important to ensure that Departmental Performance Reports 
and other Estimates documents are enhanced over time. 


Comments or questions can be directed to: 


Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier, Ottawa, Ontario K1 A OR5 
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I. OVERVIEW 


Section I — Overview 
MINISTER’S MESSAGE 


I am pleased to report on the performance of the Department of 
Justice for 2006-2007. 


The Department of Justice plays an important and unique role in the 
federal government and in Canada’s justice system. Over the past year, 
the Department has assisted the Government as a whole in implementing 
a legislative agenda that aims to make streets and communities safer, 
while ensuring that the justice system remains fair, relevant and accessible. 


The Department provided support for the introduction of a number 
of pieces of legislation of importance to Canadians. These included bills to toughen sentences 
for serious gun offences, to require those accused of serious crimes involving firearms to provide 
sufficient justification before they are granted bail while awaiting trial, and to increase the age 
at which youths can consent to sexual activity, in order to better protect them against sexual 
exploitation by adult predators. 


Thanks in part to the efforts of the Department, the Government has passed legislation to deal 
with the dangerous and reckless crime of street racing, to end the use of conditional sentences 
~ including house arrest — for serious offences, to provide provinces and territories with the 
flexibility to regulate the payday lending industry, and to ratify and implement the United 
Nations Convention Against Corruption, a key international initiative. The Department is also 
helping the Government in its initiatives to prevent youth crime in communities, and to assist 
victims of crime. 


The Department was also a key contributor to the drafting of the Federal Accountability Act, 
which received Royal Assent on December 12", 2006. Moreover, as a common service provider 
to all federal government departments and agencies, the Department provided high-quality 
legal services support to clients to help them meet their obligations to Parliament and Canadians. 


Work also continues on issues such as a sustainable funding strategy for legal services, managing 
the volume of litigation, legal risk management, performance measurement, and developing 
the skills and knowledge of our work force. 


As Minister of Justice, I will be counting on the Department's public servants, and their 
professionalism and expertise, as our Government continues to pursue this agenda. I will also 
continue to work with all levels of government, our stakeholders and the public in our ultimate 
goal of ensuring that Canadians feel safe in their communities and have confidence in the 
justice system. 


[ invite you to read this document for further details regarding our performance over the past year. 


Cd Wiskon 


The Honourable Rob Nicholson, P.C., M.P. 
Minister of Justice and Attorney General of Canada 
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MESSAGE FROM THE DEPUTY MINISTER 


‘The Department of Justice strives for excellence in the practice of law. It is a leader in Canada 
and internationally and at the forefront of legal issues that are relevant to the daily lives of 
Canadians. The Department helps the federal government to develop policy and to draft and 
reform laws as needed so that priorities and key commitments are realized to the benefit of 
all Canadians. Over the past year, in support of the Minister and the Government, the 
Department was focussed heavily on the delivery of the legislative agenda. 


One of the major pieces of legislation that received Royal Assent during the reporting period 
was the Federal Accountability Act. A key element of the Act was the creation of the Public 
Prosecution Service of Canada (PPSC). As a result, the Department was engaged in managing 
the transition of approximately 15 percent of former DOJ employees from the Federal 
Prosecution Service to the PPSC. 


In the 2006-2007 Report on Plans and Priorities, | committed to building our performance 
management capacity. As such, over the past year, we have seen much progress in our capacity 
to collect and report on a number of performance indicators particularly those associated with 
the full range of legal services that we provide to the Government of Canada. For example, 
during the fiscal year 2006-2007, in partnership with Statistics Canada, the Canada Public Service 
Agency, and Public Works and Government Services Canada, the Department surveyed over 

24 agencies and departments to obtain feedback regarding the utility, timeliness and 
responsiveness of our services. For more details regarding the results of this exercise, and 
other performance data and analysis, the reader is invited to review Section II of this report. 


During the reporting period, for the first time, the government publicly posted the results of 
the Government-wide 2005-2006 Management Accountability Framework (MAF) exercise. 
This important initiative illustrates that the government is serious about transparency, 
accountability and most importantly, sound stewardship of resources. I am pleased overall 
with the ratings accorded to the Department and I welcome the codification of sound 
management practice with clear standards defined across government. Within this framework, 
we are able to clearly pinpoint priorities, highlight best practices and address any shortcomings. 
_ It is also interesting to note that those issues identified by the MAF exercise as ones requiring 
attention from the Department were elements that we had also identified internally as areas of 
focus. For example, over the reporting period, we continued our work in the area of legal risk 
management, that is, to ensure that legal risk across the federal government is anticipated, 
mitigated and effectively managed. We also completed our work on the Review of Legal Services 
and obtained approval for the implementation of a net voting regime for the appropriate 
spending of revenues received from departments and agencies for the legal services rendered. 
Treasury Board Secretariat approved the reliance on a mix of Justice appropriations and 
recoveries from departments and agencies to fund the provision of legal services to Government. 


Finally, as you will see in the following pages, we continued to dedicate our efforts throughout 


the reporting period to support our strategic outcomes and to providing concrete results 
for Canadians. 


I. OVERVIEW 


Management Representation Statement 


I submit for tabling in Parliament, the 2006-2007 Departmental Performance Report for the 
Department of Justice Canada. 


This document has been prepared based on the reporting principles contained in the Guide for 
the Preparation of Part III of the 2006-2007 Estimates: Reports on Plans and Priorities and 
Departmental Performance Reports: 


¢ It adheres to the specific reporting requirements outlined in the Treasury Board 
Secretariat guidance; 


¢ It is based on the department's approved Strategic Outcomes and Program Activity 
Architecture that were approved by the Treasury Board; 


¢ It presents consistent, comprehensive, balanced and reliable information; 


¢ It provides a basis of accountability for the results achieved with the resources 
and authorities entrusted to it; and 


¢ It reports finances based on approved numbers from the Estimates and the 
Public Accounts of Canada. 


fr Uh Ler 


John H. Sims 
Deputy Minister of Justice and Deputy Attorney General of Canada 
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Summary Information 


Raison d’étre 


The justice system defines and prescribes the balance between collective and individual rights 
and responsibilities that ensure a well-ordered society. As such it affects almost every facet of 
Canadians' daily lives from guiding everyday activities that ensure our safety to supporting social 
policies and social benefits, regulating our economy, and offering ways to resolve disputes 
peacefully where there are disagreements or conflicts between people, organizations, 

and/or governments. 


Maintaining a system that serves all Canadians is a central focus for the Department of Justice 
(DOJ), which strives to ensure that the system remains fair, accessible and efficient as it evolves 
in response to social change. 


Role of the Department 


The Department of Justice is headed by the Minister of Justice and the Attorney General of Canada. 
The responsibilities of the Minister and Attorney General are set out in the Department of 
Justice Act (DOJ Act) and 47 other Acts of Parliament. The Department of Justice fulfills three 
distinctive roles within the Government of Canada, acting as a: 


* policy department with broad responsibilities for overseeing all matters relating to the 
administration of justice that fall within the federal domain; 


* provider of a range of legal advisory, litigation and legislative services to government 
departments and agencies; and 


* central agency responsible for supporting the Minister in advising Cabinet on all legal 
matters including the constitutionality of government activities. 


Mission 
The Department's mission is to: 


* Support the Minister of Justice in working to ensure that Canada is a just and law-abiding 
society with an accessible, efficient and fair system of justice; 


* Provide high-quality legal services and counsel to the government and to client 
departments and agencies; and 


¢ Promote respect for rights and freedoms, the law and the Constitution. 
Program Activity Architecture 


The Program Activity Architecture (PAA) graphically portrays an inventory of the activities and 
programs for which the Department of Justice is responsible. In essence, most everything that 
we do in the department is reflected in our PAA, whether it be policy development, program 
development and delivery (including grants and contributions), or the provision of legal advisory, 
legislative and regulatory drafting and litigation services to our colleagues across government. 


Within the PAA structure, the Department has two overarching strategic outcomes which we 
strive to attain: a fair, relevant and accessible justice system that reflects Canadian values; and 
a federal government that is supported by effective and responsive legal services. 


I. OVERVIEW 


The Department's two strategic outcomes stem from its statutory requirements under the 
Department of Justice Act. The Program Activities that support these strategic outcomes are 
aimed at achieving high level results including the development of policies, laws and programs 
in response to identified needs and gaps and that are integrated with Government priorities 
and commitments; the provision of high quality legal services; and, respect for the rule of law. 


Figure | below illustrates the alignment of the Department’s program activities and strategic 
outcomes with those of the Government of Canada. 


Figure 1: Benefits to Canadians — Links to Government of Canada Outcomes. 


StrategicOutcome Program Activity = =—Alignment to Government 
_ .... ofCanada Outcomes 
A fair, relevant, accessible Program Activity A.1 Social: Safe and Secure 
justice system that Developing policies Communities 
reflects Canadian values and laws 
Program Activity A.2 Social: Diverse Society That 
Developing and Promotes Lingustic Duality 
implementing programs and Social Inclusion 
A federal government Program Activity B.1 Federal Organizations that 
that is supported by Providing legal support all Government 
effective and responsive advisory, litigation of Canada outcomes 
legal services and legislative 


services to government 


Program Activity B.2 Social: 
Providing prosecution services' Safe and Secure Communities 


I ————————————— 


The Program Activity “Providing Prosecution Services” is no longer included in the Department of 
Justice’s Program Activity Architecture. As of December 12", 2006, with the creation of the Public 
Prosecution Service of Canada, the majority of the Department's prosecution activities were assumed 
by the new organization. Because this machinery change occurred during the reporting period, and 
because the PPSC’s costs were managed by the Department of Justice until March 31", 2007, their 
performance report is included in this document. In future years, the PPSC will submit its own DPR 
to Parliament as it did with the 2007-2008 Report on Plans and Priorities. 
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Financial Resources (in millions of dollars): 


Planned Spending Total Authorities 


$ 1,005.7 $ 1,028.6 


Human Resources (in Full-time Equivalents or FTEs): 


Planned Actual os Difference ee 


4,783 FTEs 4,812 FTEs 29 FTEs 


2006-2007 Actual Spending by Strategic Outcome and Supporting Program = : 
(in millions of dollars) ; 


A fair, relevant and accessible justice system that reflects Canadian values 


Developing policies and laws Ce 
Developing and implementing programs 363.0 
Total - Strategic Outcome I 400.5 


A federal government that is supported by effective and responsive legal services 


Providing legal advisory, litigation and legislative services to government 416.0 
Providing prosecution services 8 Py 
Total - Strategic Outcome II re Br 

Total 974.2 


2006-2007 Actual Spending by Strategic Outcomes 


A federal 
government 
A fair, relevant that is 
and accessible supported by 


effective and 

responsive 
legal services 
59% 


justice system 


that reflects 
Canadian >was 


values 
41% 


2006-2007 Actual Spending by Program Activity 


Providing legal 


Developing advisory, litigation 
~ and and legislative 
implementing services to 

Programs government 
37% 47% 


| 


Developing Providing 

policies and prosecution 
laws services 
4% 12% 
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2006-2007 Actual FTEs by Strategic Outcome and Supporting Program Activity 


A fair, relevant and accessible justice system that reflects Canadian values 


Developing policies and laws 260 
Developing and implementing programs 107 
Total - Strategic Outcome [| 367 


A federal government that is supported by effective and responsive legal services 


Providing legal advisory and litigation services to government 3625 
Providing prosecution services 820 
Total - Strategic Outcome II 4445 

Total 4812 


2006-2007 Actual FTEs by Strategic Outcomes 


A ee altos A federal 
and accessible government 
justice system that is 


that reflects 
supported by 
Sci ~ effective and 
ue be responsive 
6 legal services 


92% 
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Operating Environment: 


The Department of Justice is a medium-sized department. During the reporting period, the 
Department had 4,812 employees’. While roughly one half of departmental staff are lawyers, 
there are a number of other committed professionals in the Department including paralegals, 
social scientists, human resource officers, program managers, communications specialists, 
administrative services personnel, computer services professionals and financial officers. 


As the government’s law firm, the Department is structured in a way that anticipates maximum 
effectiveness in serving our clients’ needs. To this end, the Department delivers an integrated 
suite of legal advisory, litigation and drafting services through six “portfolios” - Aboriginal 
Affairs; Tax Law; Citizenship, Immigration and Public Safety; Central Agencies; Business and 
Regulatory Law; and the Justice Portfolio. 


This portfolio approach to service provision is aimed at ensuring consistency of positions on 
important points of law, and in the policies, programs, legislative and regulatory initiatives 
developed across the federal government. 


Within the portfolio structure, a significant proportion of the Department’s counsel are 
assigned to one of the 42 departmental legal services units (DLSUs), which are co-located with 
client departments and agencies. DLSUs provide legal advice to their clients with respect to 
their powers and duties, and ensure that the conduct of their affairs are in accordance with the 
law. In doing so, DLSUs also provide advice with respect to the statutes and regulations that 
apply to the Government of Canada, and strategic advice concerning policy development and 
other initiatives. 


The Department also maintains a number of specialized legal capacities within national 
headquarters including a Legislative Services Branch, a Litigation Branch and a Public Law 
Branch. In addition to a national headquarters and a network of legal services units, the 
Department provides services across the country through a network of regional offices and 
sub-offices. Six regional offices—serving the North, British Columbia, the Prairies, Ontario, 
Quebec, and the Atlantic provinces—support the portfolio structure by serving clients and 
handling litigation and legal advisory work locally. During the reporting period, about half 
the Department's staff worked in regional offices. Following the establishment of the 
Public Prosecution Service of Canada, this number was reduced to 43 percent. 


Regional staff are responsible for effectively managing a large volume of litigation and advisory 
services on behalf of client departments. They work closely with their portfolio and policy 
colleagues to handle complex, high-profile cases. 


The Department also maintains a policy and program development capacity in order to manage 
its contributions to the government of Canada’s policy and program priorities and commitments 
with regard to the administration of justice. In addition to managing the Department's overall 
policy agenda, the Department's Policy Sector develops and maintains strong working 
relationships with policy and program partners in the federal government, provinces and 
territories, non-governmental organizations and international institutions and organizations. 


This includes employees who were transferred to the Public Prosecution Service of Canada. 
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The Department has two types of expenditures: operating expenditures ($619.2M or 64 percent 
of total expenditures) and transfer payments ($353.1M or 36 percent of total expenditures). 

The operating expenditures are predominantly devoted to staff and related costs (salary, training, 
office equipment, etc.). About 59 percent of the Department's total spending was devoted to the 
delivery of prosecution services and of integrated advisory, litigation and legislative legal services 
to client departments and agencies. A significant portion (35 percent) of the operating expenditures 
incurred in delivering legal services is recovered from client departments and agencies. 


2006-2007 Actual Spending by Type of Expenditures 


Transfer 
payments 


36% Operating 
( ~~ en 64% 


~s 


As well, 41 percent of the departmental budget is directed to transfer payment programs and 
their associated funding mechanisms including contributions to the provinces and territories to 
assist in the delivery of youth justice services, legal aid and access to justice services in support 
of federal policy objectives. This includes the administration of the transfer payment programs 
as well as the activities associated with the development of related laws and policies. 


Factors influencing our operating environment 
There are many factors that influence our operating environment and thus affect our priority 
setting and planning. This section provides several key examples of outside influences that 


impact on our policy and program development, as well as the effective management of the 
delivery of high quality legal services. 
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Public Confidence in the Justice System 


Canadians rely on the justice system to provide an independent and impartial forum for resolving 
disputes. The Department is keenly interested in the degree to which the public has confidence 
in the justice system writ large. In a recent study carried out by the Department’, we found that 
the majority of respondents to a national survey perceive that the family justice system is meeting 
the needs of Canadian families. As well, more than half of the respondents indicated that they 
perceive family court judges and family court staff as helping people to sort out and resolve their 
family justice issues, and 59 percent of respondents indicated that they were “likely” or “very likely” 
to recommend that a friend or family member go to the family justice system for assistance.’ 


For the criminal justice system, the Department of Justice study found that the majority of 
respondents believe that Judges, Crown Attorneys and police treat all people fairly. When asked 
how confident they were in the different functions of the criminal justice system, respondents 
indicated lower levels of confidence in the experiences of victims, in preventing youth crime 
and in reducing levels of crime.° 


Transparency and Accountability 


On December 12", 2006, the Federal Accountability Act (Fed AA) received Royal Assent. 

Through the FedAA and accompanying Action Plan, the Government of Canada brought forward 
specific measures to help strengthen accountability and increase transparency and oversight in 
government operations. 


In line with the Government’s Accountability initiative, Canada introduced Criminal Code 
amendments to enable Canadian ratification of the United Nations Convention Against Corruption. 
This important convention includes in the preamble that parties to the Convention are, 
“concerned about the seriousness of problems and threats posed by corruption to the stability 
and security of societies, undermining the institutions and values of democracy, ethical values 
and justice and jeopardizing sustainable development and rule of law.” ° 


An international organization, Transparency International’, has developed a Corruptions 
Perceptions Index to track and report on citizens’ perceptions and experiences with regard to 
corruption in their countries. In 2006, Canada was ranked 14" out of 163 countries around the 
world with an overall score of 8.5 on a scale ranging between 10 (highly clean) and 0 (highly corrupt). 


In 2007, Canada’s ranking improved to 9" out of 180 countries. 


Public Confidence in the Justice System (McDonald et. al., forthcoming) 

In another recent study (Beaupré, Pascale and Elisabeth Cloutier. Navigating Family Transitions: Evidence from the 
General Social Survey, 2006. General Social Survey, Cycle 20: Family Transitions Survey, Statistics Canada), Statistics 
Canada found that 14 percent of all persons recently separated or divorced made use of Alternative Dispute Resolution 
which involves professional services such as mediation and conciliation which are available as an alternative to the 
court system. These services are intended to help separating and divorcing persons to resolve conflict and make 
decisions in a collaborative manner. 

Public Confidence in the Justice System (McDonald et. al., forthcoming) 

UN Convention against Corruption - Preamble 

Transparency International, a composite index that draws on multiple expert opinion surveys that poll perceptions 
of public sector corruption, www.transparency.org 
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Creation of the Office of the Director of Public Prosecutions 


One of the key commitments under the Action Plan that accompanied the Federal Accountability 
Act was the establishment of the Office of the Director of Public Prosecutions. In order to address 
the requirements of the Director of Public Prosecutions Act, with few exceptions, all employees 
of Federal Prosecution Service (FPS) within the Department of Justice became employees of the 
Public Prosecution Service of Canada (PPSC) on December 12", 2006. This resulted in a transfer 
of approximately 15 percent of Justice employees to the new organization. 


Jurisprudence — the Duty to Consult 


As the Government's “law firm’, it is incumbent upon Justice counsel to assess the implications 
of a wide variety of outcomes in the court system — both civil and criminal — and incorporate 
these analyses in the delivery of legal advisory, litigation and legislative services with a view to 
effectively managing legal risk. The Supreme Court of Canada decision in Mikisew Cree First 
Nation v. Canada confirmed the Crown's “duty to consult” with First Nations and stated that 
this “duty arises when the Crown has knowledge, real or constructive, of the potential existence 
of the Aboriginal right or title and contemplates conduct that might adversely affect it.”* 

The implications of this ruling are far-reaching for a number of government departments and 
agencies. Consequently, the Department has been working closely with client departments, 
particularly in the Business and Regulatory and Aboriginal Portfolios, to ensure that the 
government meets its obligations to consult with First Nations. 


Working with partners 


The justice system is multi-tiered and includes partners such as nongovernmental and 
community-based organizations who assist us in generating innovative, cost-effective ways of 
delivering services that improve access to the justice system, including access to justice in both 
official languages and to ensure it is relevant and responsive to a diverse society. Similarly, we 
work with federal departments and agencies in areas such as safety and security and Aboriginal 
justice to help achieve overarching Government of Canada strategic outcomes. 

Some of our other key partners include: 


¢ the Canadian public, including non-governmental and community-based organizations; 
¢ Parliamentarians; 

¢ the Judiciary, the Bar, La Chambre des notaires du Québec; 

¢ law faculties and the research community; 

* approximately 50 federal client departments and agencies’; 

¢ Provinces and Territories; and 


¢ foreign governments and international organizations, directly and in conjunction with 
Foreign Affairs and International Trade Canada. 


8 Mikisew Cree First Nation v. Canada (Minister of Canadian Heritage), [2005] 3 S.C.R. 388, 2005 SCC 69, para sit 
® While the Department refers to federal departments and agencies as “clients” for ease of understanding, it is 
important to note that all work is done on behalf of the Crown, not a specific branch of the Government of Canada 
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Il. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME 


SECTION II - ANALYSIS 
OF PROGRAM ACTIVITIES 
BY STRATEGIC OUTCOME 


OVERVIEW - Strategic Outcome I: A fair, relevant and accessible 
Justice system that reflects Canadian values. 


The Department of Justice works with partners across the federal, provincial and territorial levels 
of governments and with stakeholders across Canada to provide a fair, relevant and accessible 
justice system that responds to Canadians’ needs and expectations for a justice system that 
provides an independent and impartial forum for resolving disputes. Two main program 
activities contribute to the achievement of this strategic outcome. 


Program Activity Name: A. 1 Developing policies and laws 


Under Canada’s federal system, the administration of justice is an area of shared jurisdiction 
between the federal government and the provinces and territories. Through this program 
activity, the Department fulfils its constitutional responsibility to ensure a bilingual and bijural 
national legal framework for the administration of justice by developing policies and laws to 
strengthen the framework within the following domains: criminal law, youth criminal justice, 
sentencing, marriage and divorce, access to justice and Aboriginal justice. 


Financial Resources (in millions of dollars): 


Planned Spending | | Authorities - Actual Spending 


$31.1 $ 42.2 $ 37.5 


Human Resources (in full-time equivalents): 


Planned Actual 


260 FTEs 260 FTEs 
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Program Activity Name: A. 2 Developing and implementing programs 


Through this program activity, the Department provides significant ongoing funding to 
provinces and territories in support of their constitutional responsibility for the day to day 
administration of justice. The department also uses discretionary grants and contributions 
with provincial and territorial governments and with non-governmental organizations in order 
to test innovative approaches to strengthen the Canadian legal framework. 


Financial Resources (in millions of dollars): 
| Actual Spending 


: Planned Spending - _ . Authorities . 


$ 382.2 $ 373.0 $ 363.0 


Human Resources (in full-time equivalents): 


107 FTEs 107 FTEs 0 FTEs 
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Strategic Priorities 
During the reporting period, the Department of Justice focused its policy, law and program 
development efforts in support of a fair, relevant and accessible justice system in five priority 


areas. The following sections identify our accomplishments over the fiscal year. 


Priority A: Protecting Canadian communities 


es Key Results — Achievements 


- Addressing public concerns related to Drafted and introduced Bill C-10 on May 4", 
community safety and public security 2006 to establish mandatory minimum 
prison sentences for gun crimes. 


Drafted and introduced Bill C-9 on 
May 4", 2006 to restrict use of conditional 
sentences for serious crimes. 


- The report on the Commons Committee 
review of the Anti-terrorism Act was 
introduced on March 27", 2007 anda 
response will be tabled in 2007-2008. 


The report on the Senate Committee 
review of the Anti-terrorism Act was 
introduced in February, 2007. 


- Protecting children and youth from - Drafted and introduced Bill C-22, on 
sexual exploitation June 22", 2006. This Act proposes raising 
the age of consent for engagement in 
sexual activity from 14 to 16 years of age. 


- Enhancing investigative tools and techniques | - Drafted and introduced Bill C-18, a series of 
technical amendments to strengthen 
Canada’s DNA data bank laws. 


Drafted and introduced Bill C-23 to amend 
various provisions of the Criminal Code (CC) 
in relation to criminal procedure, language 
of accused, etc. 

Drafted and introduced Bill C-32 to amend 
laws in relation to impaired and drug 
impaired driving. 


During the reporting period, the Department supported the Government's tackling crime 
agenda with the development of 11 bills introduced in Parliament. These bills were developed 
and designed to address issues of importance to Canadians with an emphasis on ensuring: that 
effective and appropriate justice is administered to criminals; that Canadians are better protected 
from dangerous offenders; and that children are further protected from sexual exploitation. 
Additionally, the Department supported the government by drafting amendments to enable 
Canada to ratify the United Nations Convention Against Corruption. 
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Canada’s anti-terrorism legislation was the subject of two important Parliamentary reviews 
during 2006-2007, one by the House of Commons and one by the Senate. The Department 
supported the government throughout the review process and will contribute to the development 
of the Government's response to the Commons Committee report (tabled in Parliament on 
March 27", 2007). 


The Annual Report of the Attorney General of Canada on the use of the investigative hearing 
and the recognizance with conditions under the Anti-Terrorism Act (ATA) was tabled and 
placed on the Department's website. A resolution seeking authorization of the House to 
extend the sunsetting provisions of the ATA for three years (related to the investigative 
hearings and the recognizance with conditions provisions) was tabled in February 2007. 


The Department also worked with other federal departments, including the Department 
of Health and the Department of Public Safety and Emergency Preparedness, to develop a 
new national anti-drug strategy. This work included the preparation of proposals to make 
communities safer and healthier through drug prevention and treatment, and by 
combating the production and distribution of illicit drugs. 


Priority C: Strengthening youth criminal justice 


- Addressing concerns related Ground work laid for broad consultations 
to youth justice on youth justice reforms including 
pre-trial detention. 


Discretionary funding for bail supervision 
programs and chronic offenders 


Implementation of the Youth Crime 
Prevention - Guns, Gangs 
and Drugs initiative. 


- Financial assistance to support the Youth Services funding agreements with the 
Provinces and Territories in administering provinces and territories were re-negotiated 
youth justice services for five year period to March 31", 2011. 


Supplementary agreements to provide 
financial support for the Intensive 
Rehabilitative Custody and Supervision 
sentencing option were extended by one year. 
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Over the course of the reporting period, the Department has been actively engaged in laying the 
groundwork for an analysis and possible development of youth justice reforms. By way of example, 
as a result of recent events, including Nova Scotia's Nunn Commission, and concerns raised by 
research findings, heads of corrections, judges, provincial and territorial governments, academics, 
practitioners, and others about pre-trial detention in the youth justice system, the Department 
developed background materials to support a broad consultation process with the Provinces and 
Territories and key stakeholders to explore issues, policies and operational considerations around 
the use of pre-trial detention under the Youth Criminal Justice Act ( YCJA). 


During 2006-2007, the Department completed negotiations and entered into new five year financial 
agreements with the Provinces and Territories for the provision of youth justice services in support 
of federal policy objectives. Under the new agreements, the federal government will provide funding 
to the Provinces and Territories over the period from 2006-2007 through 2010-2011 to support the 
ongoing administration of the youth justice system. 


Additionally, the federal government extended by one year (until March 31*, 2008) separate 
supplementary agreements providing financial support for the implementation of the Intensive 
Rehabilitative Custody and Supervision sentencing options. 


The Department also provided discretionary grants and contribution funding to Provinces, 
Territories, nongovernmental organizations, Aboriginal organizations and youth justice stakeholders 
to respond to emerging issues and to contribute towards achieving a fairer and more effective youth 
justice system. Specific areas of focus included pilot projects dealing with bail supervision programs 
and chronic offenders, and strategies for addressing youth involvement with guns, gangs and drugs." 


Further details about the TPP spending are found at: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 
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Priority D: Improving the experience of victims of crime 


Key Results a i _ . Achievements 


- Facilitating access to victim services Victims Fund provided financial support 
for victims to 394 registered Canadian victims to 
attend National Parole Board hearings. 


The Victims Fund supported 63 projects 
that addressed the needs of victims of 
crime and supported the implementation 
of victim related legislation 


- Establishment of new Victims’ Ombudsman | - The office of the Federal Ombudsman 
for Victims of Crime was established 


in March 2007. 
- Establishment of new policies and - New policies to address issues related to 
programs to improve the experience of assistance for Canadians victimized in the 
victims of crime territories and Canadians victimized 


abroad were announced in March 2007. 


New programs to improve the experience 
of victims of crime were announced in 
March 2007 and will be implemented 
beginning in April 2007. 


The Department takes a leadership role in coordinating an overall federal strategy for victims of 
crime, including all relevant federal legislation and programs. In May 2006, the federal budget 
allocated an additional $13 million per year to give victims a more effective voice in the federal 
corrections and justice system and to give victims greater access to services such as travel to 
appear at parole hearings. The new resources were shared with The Department of Public Safety 
and Emergency Preparedness Canada (Correctional Services Canada and the National Parole 
Board), where program enhancements for victims of crime within their mandates were secured. 


As part of its ongoing support for Victims of Crime, the Department administers a Victims Fund. 
During 2006-2007, the Fund provided financial support to 394 registered Canadian victims to 
attend National Parole Board hearings; this is more than twice as many recipients from 2005-2006. 
The Fund also supported 63 projects that assisted community organizations, victims’ advocates, 
and provincial and territorial governments to address the needs of victims of crime or to 
implement victim related legislation. | 
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The PCVI also chairs a Victims Advisory Committee comprised of members of victim-focussed 
non-governmental organizations, which enhances the Department's ability to develop 
research, laws and policy that take into consideration the perspectives of victims of crime, 
and works with colleagues in the Northern Region of the PPSC to provide support for Federal 
Crown Witness Coordinators (CWCs) in the three territories. In 2006-2007, the PCVI provided 
salary dollars for three CWCs and met with the Victims Advisory Committee. 


A new major activity undertaken during the year was the establishment of the Canadian 
National Victims of Crime Awareness Week (NVCAW) to raise awareness of the needs, services, 
legislation and assistance available to victims of crime. The first ever Awareness Week was 
held in April 2006 and will continue each April on an ongoing basis. 


Another major undertaking during the reporting period involved supporting the government 
in its commitment to establish the office of the Federal Ombudsman for Victims of Crime 

in order to better meet the needs of victims of crime in matters of federal jurisdiction. 

The Ombudsman was appointed in April 2007 and reports directly to the Minster of Justice. 


Priority E: Improving efficiencies in the justice system and the efficient deli very 
of legal services to Government "' 


Achievements 
- Options assessed to streamline and - The Steering Committee on Justice 
improve the administration of justice Efficiencies and Access to the Justice 


System reviewed jury reform and the 
use of technology in courtrooms. 


During fiscal year 2006-2007, the Steering Committee on Justice Efficiencies and Access to 
the Justice System reviewed, among other things, two issues that the federal, provincial and 
territorial Ministers Responsible for Justice asked it to review: jury reform and the use of 
technology in courtrooms. The Steering Committee also discussed issues pertaining to 
unrepresented accused. During their meeting in October 2006, the Ministers Responsible 
for Justice accepted the Steering Committee’s report on the priority review of case files. 


" Activities and accomplishments with regard to the efficient delivery of legal services to government are discussed 
later in this document under Strategic Outcome II. 
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Priority F: Improving access to justice 


Key Results 


Financial assistance to support the 
Provinces and Territories to enable access 
to legal aid 


Addressing issues related to 
overrepresentation of Aboriginal people 
in the Justice system 


Access to justice for minority 
language groups 


Coming into force of amended Child 
Support Guidelines 


Enhanced capacity for recalculation 
of child support amounts. 


Enhanced awareness of child support 
guidelines and family justice issues 


“Achievements 


One-year Legal Aid contribution 
agreements signed with the ten provinces 
to extend funding at 2005-2006 levels for 
the 2006-2007 fiscal year. 


One-year Access to Justice Services 
Agreements signed with the three territories 
to extend funding at 2005-2006 levels 

for 2006-2007. 


Successful community based diversion 
programs, sentencing circles or panels, 
family and civil mediation in 
Aboriginal communities. 


Justice related training and development 
programs in Aboriginal communities. 


Access to culturally sensitive services to 
Aboriginals involved in the criminal 
justice system. 


Training and development for justice 
system practitioners in minority 
language issues. 


Amended Federal Child Support 
Guidelines came into effect on May 1*, 2006. 
This included modifications in response to 
the introduction of the new Universal Child 
Care Benefit (UCCB). 


Entered into Memoranda of Agreement 
with Manitoba and Prince Edward Island on 
a mechanism to recalculate child support 
amounts ordered under the Divorce Act. 


The Federal Child Support Guidelines: 
Step-by-Step booklet published in 2006. 


Implementation of web-based portal for 
accessing information on federal and 
provincial family justice programs 

and services. 


Il. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME yal 


The Department undertook a number of key activities during 2006-2007 in support of improving 
access to justice. In 2006-2007, the Access to Justice in Both Official Languages Support Fund 
funded a broad range of awareness and information projects addressing needs identified by 
official language minority communities, thereby contributing to the establishment of an 
increasingly relevant and accessible justice system for all Canadians. During the year, French 
training projects reached a very large number of people involved at all levels of the justice system 
in all regions of the country, thereby increasing the capacity of the system to offer justice 
services in both official languages. In addition, diverse networks and partnerships formed 
through projects funded by the Fund helped build the Capacity to offer justice services in 

both official languages. The summative evaluation of the Access to Justice in Both Official 
Languages Support Fund was also started during the year. The three other key activity areas 
under this priority are Legal Aid, Aboriginal Justice and Family Justice. 


Legal Aid 


The provision of criminal legal aid’’is integral to the effective and appropriate functioning of 
Canada's criminal justice system. For more than 35 years, the Department of Justice has provided 
funding in support of criminal legal aid service delivery by the provinces and criminal and civil 
legal aid by the territories through contribution agreements. Funding for legal aid in 

the territories is provided through Access to Justice Services Agreements that integrate funding 
for legal aid, Aboriginal Courtwork, and public legal education and information services. 


During 2006-2007, the Department of Justice negotiated a one-year extension of the agreements 
respecting legal aid with the provinces and territories at the 2005-2006 funding levels. As a 
result, contribution agreements were signed with the ten provinces and Access to Justice 
Services Agreements were signed with the three territories. As such, extension of funding for 
an additional year has enabled jurisdictions to continue activities under the Investment Fund 
such as increased or expanded duty counsel services; Brydges duty counsel for adults and 
youth; after hours access to legal aid services, access to legal advice and information through 
telephone law lines and call centres, access to legal aid and information in remote rural locations, 
increased access and enhanced services for Aboriginal persons, official languages minority 
persons, hard to serve populations (e.g. mental health clients, homeless persons, youth); earlier 
access to legal aid services and training for legal aid lawyers and Aboriginal Courtworkers. 


In addition, a formative evaluation of the federal Legal Aid Program covering the period 
2003-2006, was completed in December 2006. This activity provided the opportunity to gain 

a preliminary understanding of the extent to which the three-year legal aid strategy contributed 
to the delivery of legal aid services in Canada, the benefits and challenges associated with 

a targeted funding approach (i.e. Investment Fund) and the issues confronting the delivery of 
legal aid services in Canada. As a result, the Department has commenced discussions with the 
provinces and territories for the development of a longer term strategy for legal aid. 


Further details regarding the report can be found at 
http://www.justice.gc.ca/en/ps/eval/reports/06/legaid/sum/index.html. 


“ Further details about the TPP spending are found at: http://www.tbs-sct.gc.ca/tma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 
“ Brydges duty counsel provide summary legal advice to accused persons upon arrest and/or detention, informing 
them of their Constitutional rights, most commonly through a telephone hotline or alternatively, in person. 
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Aboriginal Justice 


“Aboriginal peoples occupy a distinct social, cultural and political status within Canada as bearers 
of constitutionally protected Aboriginal and Treaty rights.”"” However, Aboriginal people are 
over-represented in the criminal justice system, both as victims and accused. In 2005, 
Aboriginal people comprise 3 of Canada’s population, yet make up about 20 percent of the 
population serving sentences in custody”. Aboriginal people continue to be over-represented 
in the criminal justice system, both as victims and accused. When Aboriginal people come into 
contact with the justice system as victims or accused, their needs — related to culture, economic 
positions and social circumstances — must be taken into account to make the system more 
relevant and effective for them. One of the federal government's key responses to addressing 
these issues has been the Aboriginal Justice Strategy (AJS). 


In 2006-2007, the AJS co-funded with provinces and territories, over 100 community-based 
justice programs serving approximately 400 Aboriginal communities, and funded 18 justice 
related training and development projects across Canada. These programs and projects 
include diversion programs, sentencing circles or panels, family and civil mediation and other 
justice activities in Aboriginal communities. 


An evaluation of the Aboriginal Justice Strategy completed in 2007 demonstrated the positive 
impacts of the Strategy. Specifically, the evaluation noted a number of key findings and benefits.” 
For example, AJS program participants were less than half as likely to re-offend as those who 
did not participate in an AJS program and the positive impact on offender recidivism was 
sustained over time (offenders were tracked for at least 4 years following their participation 

in an AJS program). 


As well, the community-based justice programs: 


* provided offenders with an opportunity to take responsibility for their actions, to learn 
from their mistakes, to understand the impact of their actions on the victim and to give 
back to their communities; 


* gave victims a voice in the process; and 


* provided victims with an opportunity to face the offender and a means of better under 
standing the offender, including the offender's background and the circumstances that 
led to the offence. 


The Department also has a longstanding Aboriginal Courtwork Program that contributes to a 
fair, relevant, accessible justice system by providing direct services to Aboriginal people involved 
in the criminal justice system to help ensure fair, just, equitable and culturally sensitive treatment. 
The Department contributes funding to support Aboriginal Courtwork services in the provinces 
through Aboriginal Courtwork agreements and in the territories through the Access to Justice 
Services Agreements. The Aboriginal Courtwork Program is the only ongoing national justice 


contribution program available to all Aboriginal people (adult and youth), regardless of status 
and residency. 


e Collecting Data on Aboriginal People in the Criminal Justice System: methods and challenges, Canadian Centre for 
Justice Statistics, Statistics Canada, May 2005, p.7. 

 Ibid., page 6. 

’ http://www.justice.ge.ca/en/ps/eval/index.html 
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A formative evaluation of the Aboriginal Courtwork Program was conducted during 2006-2007." 
The evaluation confirmed that the program is on track with management and process issues, and 
determined the data requirements that will inform the summative evaluation in 2007-2008. 
The Department also uses other discretionary grants and contributions to support projects 
and activities that address needs and concerns specific to Aboriginal people, including their 
representation in the justice process. Areas that focus on these needs include Legal Aid, the 
Policy Centre for Victim Issues (PCVI), the Justice Family Violence Initiative and the Youth 
Justice Policy Unit." 


Family Justice 


Key activities during 2006-2007 included amendments to the Federal Child Support Guidelines, 
including updated child support tables, which came into effect on May 1*, 2006. A further 
amendment, which took effect on April 1“, 2007, was made to the Federal Child Support 
Guidelines in response to the introduction of the new Government benefit - the Universal 
Child Care Benefit (UCCB). 


The Minister of Justice entered into Memoranda of Agreements under section 25.1 of the Divorce 
Act with the provinces of Manitoba (July 2006) and Prince Edward Island (September 2006) and 
pursued negotiations with Newfoundland and Labrador and Quebec. Manitoba and PEI both 
had previously established provincial child support services to recalculate child support ordered 
under provincial family legislation. With these agreements, the provincial recalculation services 
will be in a position to also recalculate child support amounts ordered under the Divorce Act. 
As a result, children of divorced parents in Manitoba and Prince Edward Island will be able to 
benefit from recalculation, as do children whose parents have separated or never married. 


The DOJ also developed, in collaboration with the provinces and territories, an "Inventory of 
Government-based Family Justice Services" which is posted on the departmental Internet site. 
The Inventory is a user-friendly tool that is accessible to all Canadians with the objective of 
enabling an individual in any province or territory to obtain information concerning the 
government-based family justice services in their jurisdiction and elsewhere in Canada. 


The DOJ’s Child Support (http://canada.justice.gc.ca/en/ps/sup/) and Parenting After Divorce 
(http://canada.justice.gc.ca/en/ps/pad/) websites provide useful and highly sought after 
information for Canadian families. During 2006-2007 there were 565,354 downloads of research 
reports on topics of child support, custody, access and enforcement of support and 1,757,260 
downloads of public legal education materials such as, the Step-by-Step Guide to the Federal 
Guidelines, the provincial or territorial Federal Child Support Tables and the Divorce Law Questions 
and Answers. In relation to support enforcement activities, DOJ continued to work with the 
provinces and territories on improving federal regulations, services and developing national and 
international policies in this area. On behalf of provinces and territories, the total amount of 
dollars garnished and distributed to Canadian families to satisfy child and spousal support 
obligations in 2006-2007 was $119,704,408. During the same period, DOJ received and processed 
10,831 applications for suspension or denial of passports and federal licenses held by debtors 
in persistent support arrears. In addition, DOJ received and processed 24,886 tracing applications 
from provinces and territories seeking to find support debtors. 


“ http://www. justice.gc.ca/en/ps/eval/index.html fl a 
“ Further details about the TPP spending are found at: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 
* Further details about the TPP spending are found at: http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp 
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The total number of calls to Family, Children and Youth Information Line was 11,386 - of these: 
¢ 3,340 were calls on how the guidelines work; 
¢ 946 were calls on enforcement; and 


° 486 were calls on the new guidelines.” 


OVERVIEW - Strategic Outcome II: A federal government that is 
supported by effective and responsive legal services 


Under the Department of Justice Act, the Minister of Justice and Attorney General provides legal 
services to the federal government and its departments and agencies, including the provision 
of legal advice, the conduct of litigation, the drafting of legislation and the preparation of legal 
documents. 


The Department of Justice is one of a number of key federal organizations that support all 
Government of Canada outcomes by providing common services to government departments 
and agencies” and as such, the Department is focused on supporting all government 
departments in achieving their priorities in delivering results for Canadians. 


Program Activity: B.1 Providing legal advisory, litigation and legislative services 


As acommon service provider, the Department of Justice provides an integrated suite of legal 
advisory, litigation and legislative services to departments and agencies to help them meet: 
their policy and programming priorities and advance the overall objectives of the government. 
Through this program activity, the Department also provides legal services to the Justice 
Portfolio and supports the Minister as legal advisor to the Cabinet on complex, whole of 
government issues. 


Financial Resources (in millions of dollars): 


Planned Spending ~ . _ . Authorities po “Actual Spending ~ 


$ 508.6 $:5)5;7 $ 461.0 


Human Resources (in full-time equivalents): 


Planned | Actual . Difference 


3623 FTEs 3625 FTEs 2 FTEs 


' See “Canada’s Performance 2006: The Government of Canada’s Contribution — Annual Report to Parliament’, 
http://www.tbs-sct.gc.ca/report/govrev/06/cp-rc_e.asp. 


Program Activity: B.2 Providing prosecution services * 


This program activity involves prosecuting criminal and regulatory prosecutions for offences 
under federal jurisdiction. 


Financial Resources (in millions of dollars): 


Planned Spending _ _ Authorities : Actual Spending 


$ 83.8 $ 97.7 $ 112.7 


Human Resources (in full-time equivalents): 


793 FTEs 820 FTEs 27 FTEs 


Strategic Priorities 


Supporting other departments and agencies in the delivery of government priorities creates a 
distinct context for planning, setting priorities and measuring performance. The Department 
works with its clients to develop and advance their priorities, providing legal services that are 
responsive, timely and effective. Excellence in service delivery is critical, especially in the 
context of the consistent growth in both the complexity and the demand for legal services. 
This factor, viewed as a challenge across government, is felt acutely both by the Department 
of Justice and by the departments and agencies to whom we provide services. 


During the reporting period, the Department of Justice focused its legal services efforts 
to support the federal government in three strategic priority areas: protecting Canadian 
communities, improving government accountability, and improving efficiencies in the 
justice system and the efficient delivery of legal services to Government. 


Priority A: Protecting Canadian Communities 


In addition to the activities described under Strategic Outcome A, there were a number of 
activities and initiatives in support of this priority that were carried out by the former Federal 
Prosecution Service and are addressed in the “Public Prosecution Service of Canada” section 
beginning on page 47. 


” The Program Activity of B2: Providing Prosecution Services is no longer included in the Department of Justice's 
Program Activity Architecture. As of December 12", 2006, with the creation of the Public Prosecution Service of 
Canada (PPSC), the majority of the Department's prosecution activities were assumed by the new organization. 
Because this machinery change occurred during the reporting period, and because the PPSC's costs were managed 
by the Department of Justice until March 31", 2007, their performance report is included in this document. In future 
years, the PPSC will submit its own DPR to Parliament as it did with the 2007-2008 Report on Plans and Priorities. 
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Priority B: Improving Government Accountability 


Key Results : Achievements 
- Enhanced mechanisms for - Tabling and passage of the Federal 
government accountability Accountability Act including reforms to 


the Access to Information and Privacy Acts. 


- Creation of the Public Prosecution Service 
of Canada (PPSC). 


In support of the Government's commitment to improve the accountability of the federal 
public sector and the federal access to information regime, the Department provided legal and 
policy advice and drafted comprehensive legislation (the Federal Accountability Act (FedAA)), 
which was passed by Parliament. This comprehensive legislation included the Director of 
Public Prosecutions Act as well as a number of changes to the Access to Information Act (ATIA) 
and the Privacy Act (PA) 


In supporting this major Government initiative, the Department provided extensive support on 
a wide range of legal and policy issues. These included: dealing with coming-into-force clauses; 
complaint mechanisms involving the Offices of the Information Commissioner and the Privacy 
Commissioner; interpretation of various new definitions, exemptions and other clauses; and 
drafting of new regulations to ensure consistency with the new legislation. 


The creation of the new Public Prosecution Service of Canada (PPSC) represented one of the 
most significant machinery changes in the history of the Department of Justice. The new 
PPSC replaced the former departmental Federal Prosecution Service (FPS) and has assumed 
responsibility for the conduct of prosecutions under federal jurisdiction. 


The Department of Justice and PPSC worked collaboratively during 2006-2007 to implement 
the necessary structural and operational changes and to ensure that there were no disruptions 
in services to Canadians during the transfer of responsibilities. The machinery change resulted 
in approximately 700 Department of Justice employees being transferred to the new organization. 
Work will continue during 2007-2008 to ensure that long-term agreements and structures are in 
place to allow both organizations to fulfill their respective responsibilities. 


Il. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME 


Priority E: Improving Efficiencies in the Justice System and the Efficient Delivery of 


Legal Services to Government” 


oe aoe : Key Results 


- Effective management of resources 


- Representing Crown's interests to enable 
government to attain its priorities 


- Client focused service delivery 


Achievements 


Levels of effort devoted to provision 
of legal services. 


Risk management of litigation inventory. 
Use of ADR to resolve disputes. 


Crown results for litigation files. 


Profile of major Supreme Court of 
Canada cases. 


Comprehensive delivery on the 
Government's legislative agenda. 


Client feedback from 24 departments and 
agencies on responsiveness, timeliness 
and usefulness of services. 


* Activities and results related to improving efficiencies in the justice system were discussed earlier in this document 


under Strategic Outcome I. 
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Effective Management of Resources 
Portfolios 


An important element of the effective management of resources is ensuring that we are organized 
in a manner that ensures that we are able to deliver effective and responsive legal services 
across the federal government. In this vein, the Department's legal services are provided on a 
“portfolio” basis. Six portfolios encompass the entire range of federal departments and agencies. 


Aboriginal Portfolio 


The Aboriginal Affairs Portfolio is responsible for the provision of legal advice to federal 
government departments on a wide spectrum of Aboriginal law issues including Aboriginal 
rights and title; duty to consult; treaty rights; the fiduciary relationship of the Crown with 
Aboriginal people; and constitutional, including Charter issues relating to Aboriginal law. 

This includes advice on the strategic management, resolution and coordination of Aboriginal 
litigation in which the Government is involved, or has a vested interest, legal advice in support 
of the broad array of operational activities undertaken by Indian and Northern Affairs Canada 
(INAC) pursuant to its legislative mandate, and legal support to comprehensive land claims, 
specific claims or self-government negotiations between the Federal Government and Aboriginal 
groups. It provides strategic policy advice on Aboriginal issues with a focus on issues that come 
within the responsibility of the Minister of Justice. The Portfolio also provides full services legal 
support to the Office of Indian Residential Schools Resolution Canada. 


Tax Law Portfolio 


The Tax Law Portfolio is responsible for providing a full range of legal services to the Canada 
Revenue Agency (CRA) , including legal advice, litigation services, training, drafting services, legal 
issues coordination and risk management. The Minister of National Revenue is responsible for 
more than 30 statutes and regulations. Most legal issues are in the Income Tax, GST, and 
Employment Insurance areas. 


The majority of legal services are delivered through seven regional Tax Law Services sections, 
located in Halifax, Montreal, Ottawa, Toronto, Saskatoon/Winnipeg, Edmonton, and Vancouver. 
Portfolio headquarters includes the Office of the Assistant Deputy Attorney General, the National 
Litigation Coordinator, and the Legal Services Unit located at the CRA. Portfolio counsel are highly 
specialized and understand the CRA's business and its responsibility for the administration of 
tax laws and various social and economic benefit and incentive programs delivered through the 
tax system. Counsel provide services on complex issues concerning the CRA's unique governance 
model, its development of new business partnerships, collection of debts, confidentiality of 
taxpayer information, excise duties and taxes, income taxation, international taxation, GST/HST, 
investigations of fraud. The Portfolio also works closely with the Tax Counsel Division at Department 
of Finance to develop proposals for amendments to federal fiscal statutes and regulations. 


Central Agencies Portfolio 


The Central Agencies Portfolio is responsible for the delivery of legal services to the 
Department of Finance, the Treasury Board, the Public Service Commission, the Office of the 
Superintendent of Financial Institutions, the Financial Transactions and Reports Analysis 
Centre of Canada and the Financial Consumer Agency of Canada. 


Portfolio counsel manage critical horizontal legal, policy and operational issues related to the 
central agency functions of government. The Portfolio provides legal expertise related to: financial 
institutions, public service employment law, labour law, tax law, Crown law, financial law, 
money laundering, terrorism, machinery of government and the federal budget. 


While there is a specialized Branch (i.e., Legislative Services Branch) within the Justice Portfolio 
that is responsible for drafting (and providing related advisory services) for government 
legislation, Central Agencies Portfolio is responsible for legislative drafting related to Tax Law 
and the federal budget. 


Business and Regulatory Law Portfolio 


The Business and Regulatory Law Portfolio has a very wide scope providing legal services to 
all federal government departments and agencies whose mandates have in common a strong 
regulatory or business law component. Legal services on strategic, operational and a broad 
range of legal issues is provided through 23 departmental legal services units located directly 
with client departments as well as the network of Department of Justice regional offices. 


Citizenship, Immigration and Public Safety Portfolio 


The Citizenship, Immigration and Public Safety Portfolio supports the responsibilities of the 
Minister of Citizenship and Immigration Canada and the Minister of Public Safety and 
Emergency Preparedness Canada by providing a full range of strategic legal services (legislative, 
advisory and litigation) to the Department of Public Safety and Emergency Preparedness 
(PSEPC) and its agencies, to the Department of Citizenship and Immigration (CIC) and to the 
Department of Justice’s Crimes Against Humanity and War Crimes Section. It has also been 
called upon extensively to support the government in relation to Commissions of Inquiry. 


Justice Portfolio 


The Justice Portfolio includes those legal services related to issues specific to the Minister 
of Justice. As well, through the Justice Portfolio the department fulfils its central agency 
responsibilities with regard to coordinating legal services on issues that cut across multiple 
areas of government. 


Specialized Legal Expertise 


Additionally, the Department maintains specialized expertise in order to be able to act as a 
core resource for federal government departments and the government as a whole on highly 
specialized areas of the law, on litigation and on legislative and regulatory drafting. 


The Public Law Sector 


The Public Law Sector is made up of a number of specialized legal advisory and policy sections. 
It comprises experts on human rights law, constitutional and administrative law, information 
law and privacy, aviation law, trade law, public international law, private international law, 
judicial affairs, and public law policy. The various sections combined are a core resource for 
the Department, offering highly specialized legal policy expertise and assisting the Department 
in fulfilling its central agency role as coordinator of legal advice across government. 
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The Public Law Sector also provides extensive support to the Government in the development of 
national and international policies, laws, and other instruments. This support includes policy 
development and legal advisory services on issues specific to the Justice portfolio as well as 
legal advisory services to client departments engaged in the development of legislation and 
policies across government. 


The Official Languages Law Group 


The Official Languages Law Group provides federal departments, agencies and institutions 
with legal advice on language rights, and monitors and identifies legal issues pertaining to 
language rights within the federal government. 


The Legislative Services Branch 


The Legislative Services Branch provides drafting, revision and advisory services to the 
Government for both bills and regulations to establish and maintain the legislative framework 
for government policies and programs. Bills introduced in Parliament — and regulations made by 
the Governor in Council and other delegates — must address the subject matter in both English 
and French and respect the Canadian Charter of Rights and Freedoms and the Canadian Bill of 
Rights along with other laws. As well, bills and regulations must reflect Canada’s common law 
and civil law traditions where appropriate. The Branch is also responsible for the publication 
of federal laws, notably an electronic consolidation of Acts and regulations that is available on . 
the Internet. 


The Litigation Branch 


The Litigation Branch has functional authority nationally with respect to the practice of civil 
litigation across portfolios. Towards the latter part of the year, and as a direct result of the 
coming into force of the FedAA, the Civil Litigation Branch was reorganized into a new 
Litigation Branch which includes the existing Civil Litigation area as well as a new Criminal 
Law Division comprised of the National Security Group, the International Assistance Group 
and the Criminal Law Group, resulting in an increased mandate, structure and operational 
framework for the Branch. 


The Associate Deputy Attorney General (ADAG), Litigation Branch, as Chairperson of the 
National Litigation Committee (NLC) directs the operations of the Committee that, during 
the reporting period, included the approval of high-profile factums, approval of high-profile 
submissions to international tribunals; responses to requests to intervene or amicus curiae 
in international courts, and consideration of requests to appeal. 


The Litigation Branch continued its work towards a new Legal Services Outsourcing Program 
Framework to modernize the appointment and management of agents. The Framework 
includes an Outside Counsel Assessment model which integrates the key principles and 
features of a modern system of procurement of legal services. 


II. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME 


The Dispute Prevention and Resolution Services 


The Dispute Prevention and Resolution Services group is focused on providing services 
to departments supporting long-term prevention and early resolution of disputes. These 
client-focused services include legal advisory support, training and systems design, all of 
which are linked to the departmental priorities of improving practice management and 
managing the volume of litigation. 


Results Achieved 
Throughout the remainder of this sub-section, summary information is provided to demonstrate 
the Department's efforts aimed at effectively managing resources in the provision of effective 


and responsive legal services to government. 


Figure 2: Distribution of Active File Inventory and Associated Levels of Effort 


Distribution of Active Legal Files by File Type 


Advisory 
38% 


Legislative Litigation 
\ 5% eas 57% 


¢ Total number of active legal files worked on in 2006-2007: 66,564 files 


Level of Effort Dedicated to Legal Files 


Legislative Advisory 


Litigation 8% 36% 


56% 


‘ 


* Total level of effort dedicated to providing legal services: 1,973,187 professional hours 
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A large portion of our work is devoted to managing litigation files. As can be seen in Figure 2, 
the active file inventory during the reporting period breaks down as follows: approximately 
57 percent of files were litigation files; 38 percent were advisory files; and the remaining five 
per cent were legislative files.“ There is a high correlation between the volume of files and the 
levels of resources devoted to managing them as demonstrated by the fact that litigation files 
accounted for approximately 56 percent of the total level of effort devoted by legal counsel to 
substantive files, while advisory files accounted for 36 percent and legislative files accounted 
for 8 percent. 


One of the means that the Department employs to effectively manage resources is to apply 
dispute resolution mechanisms other than litigation to resolve disputes between parties 
where possible and appropriate. Over the course of 2006-2007, 3,864 active files were 
resolved through the use of dispute resolution mechanisms other than litigation.” 


As the government's law firm, the demand for services is quite varied covering a broad variety 
of areas of practice. To meet this broad and varied demand, the Department delivers services 
through six portfolios. The Department also maintains the capacity to deliver legal services 
across the country through its regional offices. This regional capacity is an important element 
of ensuring the responsiveness of our services as demonstrated by the fact that over one half 
of the active file inventory and associated levels of effort are centered in the regional offices. 


As can be seen in Figure 3, the Business and Regulatory Law Portfolio accounts for almost one 
half of the file inventory and the associated levels of effort of departmental legal counsel. Some 
of the major files involving the provision of legal advisory services by the Portfolio to client 
departments dealt with environmental and major procurement issues, historic redress 
mechanisms and regulatory action in relation to health and safety. 


* The data presented with respect to the distribution of active files and level of effort is reflective of the departmental 
case management system as of April 17, 2007. Active legal files consist of advisory, legislative and litigation files for 
which time was logged between April 1", 2006 and March 31", 2007. In 2006-2007. the majority of departmental 
branches and individual work units used the department’s standard case management and timekeeping system 
(i.e., iCase). However, during the fiscal year, some units converted to (14 units) or had not yet begun to migrate 
(3 units) to the department's standard system. As a result some of the department's files and associated levels of 
effort are not reflected in the data presented in this report. In total, these units account for 265 FTEs which 
represents 15 percent of the total number of departmental legal counsel FTEs devoted to the provision of legal 
services to government. As a result of these two factors, the numbers identified in this report understate the total 
volume of files and associated level of effort. It is anticipated that the 2008-2009 data will cover all departmental 
branches and units associated with the provision of legal services to the Government of Canada. 


To be considered an ADR file, a file has to be closed through one of the following mechanisms: arbitration, 
settlement by negotiation, settlement by voluntary mediation, settlement by mandatory mediation, settlement 
by consent and settlement by alternative judicial process. 
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Figure 3: Distribution of Active Files and Associated Levels of Effort by Portfolio and Region 
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Distribution of Active Legal Files by Region 
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The Tax Law and Citizenship, Immigration and Public Security Portfolios each account for just 
less than one fifth (19 percent and 18 percent respectively) of the active file inventory and the 
associated levels of effort (19 percent and 14 percent respectively). Some of the major advisory 
files within the Tax Law Portfolio included assisting the Canada Revenue Agency in delivering 
the Universal Child Care Benefit, supporting the development of the Softwood Lumber Agreement, 
and the development of an ongoing initiative for implementation of a single administration of 
the Ontario's provincial corporate taxes. 


The Citizenship, Immigration and Public Safety Portfolio was very engaged in providing support 
to the government in relation to the Commission of Inquiry into the Actions of Canadian 
Officials in Relation to Maher Arar, the Commission of Inquiry into the Investigation of the 
Bombing of Air India Flight 182, and the Commission of Inquiry into the Actions of Canadian 
Officials in Relation to Abdullah Almalki, Abou-Elmaati and Muayyed Nureddin. 


The Aboriginal Law Portfolio accounts for 11 percent of the active file inventory and 16 percent 
of the total levels of effort. Some of the major advisory files focussed on Specific Claims Reform, 
matrimonial real property, and policy development applicable to comprehensive claims 

and negotiations 


While the Central Agencies Portfolio represents only about two per cent of the total volume 

of legal files, counsel are actively involved in some very high profile files including passage 

and implementation of the Federal Accountability Act, and the Proceeds of Crime (Money 
Laundering) and Terrorist Financing Act (PCMLTFA). The Portfolio has also established a 
Centre of Expertise to provide legal advisory and litigation services to the employer and deputy 
heads in staffing recourses filed under the new Public Service Employment Act. Through the 
efforts of this Centre of Expertise, legal developments in the area of staffing recourses are 

in keeping with the intent of the Public Service Modernization Act. 


Figure 4: Year over Year changes in Legislative Services Inventory 
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All Government legislation tabled in the House is drafted by the Department of Justice. Over 
the course of the reporting period, the Department supported the Government in pursuing a 
comprehensive legislative agenda. As part of the on-going harmonization initiative, all new 
federal legislation was revised systematically to ensure compatibility with provincial private 
laws; as well as several changes were initiated in 2006-2007 to existing tax, aboriginal and other 
federal legislation to similarly ensure its bijural application. Figure 4 presents an overview of 
the Department’s accomplishments in supporting the Government's legislative agenda. 

In total, the Department drafted 58 Bills that were tabled in Parliament. This represents a 
year-over-year increase of 35 percent in the volume of legislative Bills. 


The Department was very much engaged in drafting motions to amend Bills. Year-over-year, 
the total volume of motions drafted increased by 18 percent. 


There was a large decrease in the volume of regulations stamped for Part I of the Canada Gazette 
(year-over-year decrease of 62 percent) however this was balanced by a significant increase in 
the volume of regulations stamped for Part II of the Canada Gazette (increase of 53 percent). 
The Department is responsible for the drafting of all Federal Government regulations. 


Managing Legal Risk . 


Legal risk management applies to all government activities where legal risk may arise, from 
policy development to program implementation and service delivery and, of course, to 
litigation. Consequently, the management of legal risks is a joint responsibility between 
client departments and the Department of Justice. 


Legal risk management is a part of virtually all the legal and policy work that the Department 
undertakes. Sometimes it is required during the early days of an issue to avoid litigation. 
Other times it occurs when an issue or a case assumes a higher profile and senior officials 
and ministers need to be informed as to the nature of the legal risk involved. 


In supporting our clients with high quality legal services, the Department continues to work 
to ensure the institutionalization of a culture of legal risk management across the federal 
government. Some of our key activities in this regard involve: 


* scanning for legal risks to identify, avoid, mitigate or manage them early on; 
* exploring ways to reduce legal risks through instrument choice; 
* exploring alternatives to litigation where disputes arise; 


* identifying, monitoring and being responsive to legal trends that may affect the 
Government and emphasizing strategic litigation decisions for managing risks 
across government; 


* contingency planning for high impact litigation cases; and 


* client training to raise awareness of legal risks and in identifying potential 
mitigation strategies. . 


The Government of Canada is involved in litigation on a broad range of issues that may have 
a profound impact on policies, programs and finances. The Government requires the best 
available legal advice to argue a case, anticipate possible outcomes, assess the potential impact 


of an adverse outcome and develop options to reduce the chances of an adverse outcome or to 
mitigate its effects. 
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The Department actively tracks legal risk in the active litigation file inventory.” Figure 5 presents 
aggregate information regarding the breakdown of the active litigation inventory by levels of 
risk and the associated impacts of risk on departmental resources. 


Risk levels have a major impact on workloads and the amount of flexibility we have in managing 
legal files. By way of example, while only about two per cent of the active litigation inventory 
was identified as high risk, these files accounted for one quarter of the total level of effort 
devoted to litigation files by departmental counsel. Figure 5 also demonstrates the Department's 
approach of assigning responsibilities to progressively more senior counsel to address the high 
risk files; approximately 60 percent of the time spent by the most senior departmental counsel 
on litigation files is devoted to high risk files. 


Figure 5: Managing Legal Risk in Litigation Files 
Active Civil Litigation Inventory by Risk Level 
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¢ Total civil litigation files for which risk was identified: 29,387 files 


Level of Effort for Civil Litigation Files by Risk 
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* Total level of effort dedicated to Civil Litigation files: 893,688 professional hours 


*® Data provided on active civil litigation inventory by risk level only includes the files for which a risk level was 
identified (29,387 files) and does not take into account 8,286 active files. Some files might not have a risk level 
identified for various reasons (e.g., the file has not been assessed yet or it is too early to identify an accurate risk 
level). The risk levels associated with files presented in this report is reflective of the departmental case management 
system as of April 17, 2007. The level of effort presented for civil litigation files by risk and by level of counsel only 
includes time logged against files for which a risk level was identified (893,688 hours) and excludes 209,516 hours 
logged on files for which no risk level was identified. 
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Total Levels of Effort Devoted to Low, Medium and High Risk Litigation Files by Level of Counsel 
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¢ Higher risk files consume proportionately more senior effort than lower risk files. 


Representing the Crown’s Interest to Enable Government to 
Attain Its Priorities 


The Department is actively involved in representing the Crown’s interest in a broad range of 
ongoing litigation. Figure 6 summarizes the Crown results for litigation files closed during the 
past fiscal year.”” The Crown’s position was upheld on all issues in approximately three quarters 
of the litigation files closed during the past year. In a further 12 percent of the files, the Crown’s 
position was partially upheld (i.e., on some but not all of the issues the Crown’s position 

was upheld). In approximately one sixth of the files the Crown’s position was not upheld. 


Figure 6: Crown Results in Litigation Files 
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* 13,820 civil litigation files were closed or were part of the closing inventory with an identified Crown’s position. 


’ Crown results presented with respect to civil litigation files only include active files for which a final result was identified. 
It excludes 1,771 litigation files closed/ transferred for administrative reasons and for which a Crown result does not apply. 
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The following subsections provide highlights of some of the major litigation files upon which 
the Department was actively engaged in the past year. The highlighted files are by no means 
exhaustive, they are meant to provide a sense of the breadth and range of litigation files upon 
which the Department is engaged across the country. 


Aboriginal Affairs Portfolio 


In the Aboriginal Affairs Portfolio, one of the major files in which the Department has been 
actively involved for the past number of years concerns the legacy of Indian Residential 
Schools. During the reporting period, counsel from all across the portfolio (NCR and regions) 
were instrumental in negotiating and drafting an agreement to settle the Indian Residential 
Schools claims and in obtaining Court approval for the Settlement Agreement. The Settlement 
Agreement was approved by the Courts of nine jurisdictions in December 2006 and January 2007. 
The total cost of the settlement is projected to be $3.955 billion. This settlement represents the 
largest class action settlement in Canada and has been described as an historic agreement. 


Within the Prairies Region, the Federal Court of Appeal heard appeals in the Samson Cree 
Nation and Ermineskin Cree Nation v. HMTQ (Victor Buffalo litigation). The appeals related to 
the historical and moneys management phases of the trial. The Courts have upheld Canada's 
position that the interest on Indian moneys was properly calculated and managed. 


Also, the Federal Court in MacKenzie Gas Pipeline ruled the Dene Tha’ were not properly consulted 
when the regulatory apparatus for the pipeline was created five years ago. The federal government 
is appealing aspects of the decision. Canada and the Dene Tha’ have reached an agreement, 
finalized on June 28", 2007, on the settlement of a number of issues between them. 


The Quebec Regional Office was actively engaged in the Coon Come v. Minister of Indian Affairs 
and Northern Canada in which the Cree of Quebec have a claim against Canada for over 

$4.5 billion in damages. They criticize Canada for significant deficiencies in the implementation 
of the James Bay and Northern Quebec Agreement signed in 1975. Canada’s failure to meet 
several constitutional obligations and contractual commitments are the basis of this claim. 

On February 23, 2007 — the federal chief negotiator and the Cree chief negotiator signed the 
principal agreement. 


The Ontario Regional Office was involved in Six Nations of the Grand River v. Canada and 
Ontario which stems from the occupation of land in Caledonia, Ontario. The matter involves 
other levels of government and multiple stakeholders. 


Business and Regulatory Law Portfolio 


The Legal Services Unit at Human Resources and Social Development Canada (HRSDC), in 
collaboration with colleagues from the Public Law and Litigation Sectors, provided support for 
the national class action case of Canada (Attorney General) v. Hislop at the Supreme Court of 
Canada. In this case, persons (or their estates) who had been in same-sex relationships and 
whose partners died before January 1, 1998, sought survivor's pensions for which they were 
ineligible under the Canada Pension Plan. The Supreme Court held that the time limits on 
survivors’ pensions for same-sex common-law partners violated the Charter right to equality. 
However, the majority of the court did not award retroactive benefits as far back as 1985, 
which were sought by the plaintiff class. The majority provided new and important guidance 
to courts on the criteria for deciding whether retroactive remedies should be applied in 
constitutional cases. 
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Some important litigation within this Portfolio was managed from the Quebec Regional Office. 
By way of examples, in Société Radio-Canada (SRC) et al. v. PG Québec, PG Canada et al. the 
media challenged the validity of amendments made to the Rules of Procedure prohibiting the 
broadcasting of official recordings of hearings and restricting the use of cameras in Quebec 
court houses. The Superior Court of Quebec refused the media's motion and found that Parliament 
rightly exercised its criminal jurisdiction and that the rules adopted are justified under section 1 
of the Canadian Charter of Rights and Freedoms. This ruling is currently under appeal. 


In Canada (Attorney General) v. JTI-Macdonald Corp. more than a decade of concentrated work 
by the Quebec Regional Office, Public Law and Health Canada Legal Services counsel 
culminated in a successful outcome before the Supreme Court of Canada. The government 

of Canada defended the advertising restrictions under the Tobacco Act against a challenge by 
three tobacco companies. The Court recognized the complexity of the task facing legislators 
when dealing with tobacco, particularly where youth smoking is concerned. 


Tax Law Services Portfolio 


The Supreme Court of Canada rendered a decision on one of the major litigation files in the Tax 
Law Portfolio in October 2006 (i.e., the Imperial Oil & Inco cases). The Supreme Court agreed 
with the Crown position that certain foreign exchange losses were not deductible under 
subsection 20(1) (f) of the Act. The cases have been widely discussed in the tax community and 
are considered by the CRA and Finance to be of considerable importance. Also, at the 
Appellate level, the Crown's interpretation of tax Collection Agreements was sustained in the 
Manitoba Court of Appeal in the Gendis case and the ambit of the audit and investigatory 
powers of the CRA were maintained in the Federal Court of Appeal in the Redeemer Foundation 
case. Redeemer Foundation has now obtained leave before the Supreme Court of Canada. 


In the Prairies Region, the Department has been actively involved in a major transfer pricing case 
(Glaxo Smithkline v. HMTQ). The issue in the appeal is whether Glaxo, a multinational drug 
manufacturer, transferred input costs from Canada to a subsidiary in a lower tax jurisdiction, 
thereby by-passing lower-priced Canadian suppliers. Transfer pricing negatively impacts the 
tax base and this case is one of the first to consider the transfer pricing provisions of the 
Income Tax Act. 


Citizenship, Immigration and Public Safety Portfolio 


The Citizenship, Immigration and Public Safety Portfolio was actively engaged in a number 
of national security certificate cases including Almrei, Jaballah and Mahjoub. Many of these 
cases were managed from the Ontario Regional Office. 


The BC Regional Office was actively involved in Deacon v. Attorney General of Canada wherein 
a convicted pedophile who was made subject to a supervision order following completion of 
his custodial sentence challenged the medication condition in Federal Court, arguing that the 
Corrections and Conditional Release Act does not give the National Parole Board the power to 
impose such a condition and the imposition violates the 'principles of fundamental justice’ 
guaranteed by s. 7 of the Charter. The Federal Court dismissed Deacon's application and that 


decision was upheld by the Federal Court of Appeal. Leave to appeal to the Supreme Court of 
Canada was dismissed. 
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Central Agencies Portfolio 


Within the Central Agencies Portfolio there was a significant increase in litigation related to 
pension plan matters. The Portfolio also supported the Office of the Superintendent of 
Financial Institutions in responding to four applications for judicial review regarding pension 
plans. These applications raise complex legal issues. In particular, two of them (regarding the 
pension plans for Marine Atlantic and Rogers Communications) flow from Supreme Court of 
Canada decisions in Monsanto Canada Inc. v. Ontario (Superintendent of Financial Services) 
and Buschau v. Rogers Communications Inc. 


Justice Portfolio 


The British Columbia Regional Office was actively involved in Christie, Dugald in which the 
Supreme Court of Canada unanimously allowed an appeal by the Attorney General of British 
Columbia and upheld the constitutional validity of a provincial tax on legal services on the 
basis that the Constitution did not guarantee any general access to legal services. 


Canadian Bar Association v. HMQ in Right of the Province of BC et al. (BCSC) - The Canadian 
Bar Association (CBA) seeks to establish a constitutional right to civil legal aid. On September 
5", 2006 the BC Supreme Court dismissed the CBA’s action on the ground that the CBA lacked 
public interest standing to bring the action as well as on the ground that the claims by the CBA 
for alleged violations of written and unwritten constitutional norms and breach of Charter 
rights failed to disclose a reasonable cause of action. The amount at risk is in the billions 

of dollars. The CBA's appeal to the Court of Appeal is scheduled for Fall 2007. 


Milgaard Inquiry into the Wrongful Conviction of David Milgaard involved counsel representing 
12 parties, including the Federal Minister of Justice and the RCMP. Evidence was heard over a 
two year period and addressed allegations of police and prosecutorial incompetence and 
cover-up. Commissioner MacCallum's report is expected later this year. 


Client focussed Service delivery 


As part of the Department's efforts to ensure high quality legal services, we have launched a 
standardized survey to gauge client perceptions of the legal advisory, legislative and regulatory 
drafting, and litigation services to government.” The Department has adopted a standardized 
approach to gauging client perceptions in order to: 


¢ establish a baseline of information; 

¢ identify areas where service improvements may be needed; and 

¢ jointly monitor, with our clients, progress over time in addressing any identified issues. 
There are many determinants of client perceptions of services, programs and products. 
However, extensive research completed over the past two decades has identified three core 


elements that are important predictors of overall perceptions of service quality — timeliness, 
responsiveness, and usefulness. 


Accordingly, the DoJ survey concentrates primarily on measuring these three core predictors 
with a particular focus on the following individual elements for each: 


* To date, about one half of government departments and agencies have participated in the survey. 
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Timeliness 
* provision of services in a timely manner 
* negotiating mutually agreed-upon deadlines 


¢ meeting mutually agreed-upon deadlines 


Responsiveness 
* provision of services in official language of choice 
¢ provision of services in a courteous and respectful manner 
e understanding the nature of the problems/issues for which the client was seeking assistance 
e advising on issues and developments which may impact the client's department or agency 
e provision of regular and informative feedback to the client on the status / progress of the file 
e use of alternative dispute resolution, where appropriate 


¢ identified opportunities for early settlement of cases, where appropriate 


Usefulness 
¢ provision of clear and practical guidance to the client 
¢ involvement of the client in developing legal strategies and positions 
¢ developed legal strategies appropriate to client's policy and/or program objectives 
¢ identification of legal risks 
¢ working with the client to manage legal risks 


¢ resolution of the problems/issues for which the client was seeking assistance 


The survey questionnaire uses a ten point scale to garner client feedback.” In the absence of 
benchmarks, the Department set a target score of 8.0 for each of the three elements of service 
quality. The survey results are presented below. 


As can be seen, client feedback is very positive regarding the timeliness, usefulness and 
responsiveness of our services. The results presented Figure 7 represent composite scores for 
responsiveness, usefulness and timeliness. These scores represent an aggregated average score 
for each individual element used to measure usefulness (six elements), timeliness (three 
elements) and responsiveness (seven elements).*” The Department will continue to roll-out 
the survey and will read minister the survey on a three year cyclical basis. 


* The questionnaire and survey methodology were developed in partnership with Statistics Canada and the approach 
was determined to meet or exceed the Auditor General's recommendations for quality and reporting of surveys 
(The Quality and Reporting of Surveys - November 2005). The web-based survey was distributed via e-mail as a 
result of partnerships with the Canada Public Service Agency and Public Works and Government Services. During 
the reporting period, the survey was administered to 24 Client Departments with a total of 12,211 employees at the 
EX minus | through EX-05 levels across government. All results are reported using a margin of error at a 95 percent 
confidence level. For overall results of each element of satisfaction, the margin of error is 0.3 or less. As the 
Department undertook a census survey of all potential respondents in the target population, sampling bias is minimal. 


” Composite scores for each element of satisfaction are determined by finding the average on a respondent by 
respondent basis and then calculating the mean. 
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Figure 7: Feedback Survey Results 
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Program Activity B.2 Providing Prosecution Services 
Public Prosecution Service of Canada (formerly called the Federal Prosecution Service) 


The Public Prosecution Service of Canada (PPSC) is a federal government organization, created 
on December 12", 2006, when Part 3 of the Federal Accountability Act received Royal Assent, 
bringing the Director of Public Prosecutions Act into force. 


The PPSC fulfills the responsibilities of the Attorney General of Canada in the discharge of his 
criminal law mandate by prosecuting criminal offences under federal jurisdiction and by 
contributing to strengthening the criminal justice system. 


In this regard, the PPSC assumes the role played within the Department of Justice Canada by 
the former Federal Prosecution Service (FPS), and takes on additional responsibilities for 
prosecuting new fraud offences under the Financial Administration Act as well as offences 
under the Canada Elections Act. Unlike the FPS, which was part of the Department of Justice, 
the PPSC is an independent organization, reporting to Parliament through the Attorney 
General of Canada. 


Mandate 


The creation of the PPSC reflects the decision to make transparent the pre-existing principle of 
prosecutorial independence, free from any improper influence. 


The mandate of the PPSC is set out in the Director of Public Prosecutions Act. The Act calls on 
the PPSC to provide prosecutorial advice to law enforcement agencies, and to act as prosecutor 
in matters prosecuted by the Attorney General of Canada on behalf of the Crown. 
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In fulfilling its mandate, the PPSC benefits Canadians by: 


¢ promoting effective investigations, the rule of law, and respect for the rights of Canadians 
by providing pre-charge legal advice to investigative agencies; 


¢ upholding federal laws through principled and independent decisions by prosecutors; and 


* instilling confidence in the administration of justice by conducting prosecutions that result 
in a judicial determination on the merits of the case. 


Governance 


The PPSC reports to Parliament through the Attorney General of Canada. The Director of Public 
Prosecutions Act states that the Director of Public Prosecutions acts "under and on behalf of the 
Attorney General of Canada." The relationship between the Attorney General and the Director 
is premised on the principles of respect for the independence of the prosecution function and 
the need to consult on important matters of general interest. 


Safeguarding the Director's independence is the requirement that all instructions from the 
Attorney General be in writing and published in the Canada Gazette. In turn, the Director must 
inform the Attorney General of any prosecution or planned intervention that may raise impor- 
tant questions of general interest, allowing the Attorney General the opportunity to intervene 
in, provide a directive relating to, or assume conduct of, a case. Additionally, the PPSC must 
provide the Attorney General with an annual report for tabling in Parliament. 


Powers, Duties, and Functions of the Director 


The core powers, duties, and functions of the Director of Public Prosecutions are set out in 
subsection 3(3) of the Director of Public Prosecutions Act. These responsibilities include: 


* initiating and conducting federal prosecutions; 


* intervening in proceedings that raise a question of public interest that may affect the 
conduct of prosecutions or related investigations; 


* issuing guidelines to federal prosecutors; 


* advising law enforcement agencies or investigative bodies on general matters relating to 
prosecutions and on particular investigations that may lead to prosecutions; 


* communicating with the media and the public on all matters respecting the initiation and 
conduct of prosecutions; 


* exercising the authority of the Attorney General of Canada in respect of private 
prosecutions; and 


* exercising any other power or carrying out any other duty or function assigned by the 
Attorney General that is compatible with the office of the Director. 


When carrying out these statutory responsibilities, the Director is the Deputy Attorney General 
of Canada. Unless otherwise directed in writing by the Attorney General, the Director has the 
power to make binding and final decisions to prosecute offences under federal statutes. 


Il. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME 


Role of the Prosecutor | 


Canadian courts expect a great deal from prosecutors, who are subject to ethical, procedural, 
and constitutional obligations. Traditionally, their role has been regarded as that of "a 
representative of justice” rather than that of "a partisan advocate." Their functions are imbued 
with a public trust. Prosecutors are expected to discharge their duties with fairness, objectivity, 
and integrity. Their role is not to win convictions at any cost but to put before the court all 
available, relevant, and admissible evidence necessary to enable the court to determine the 
guilt or innocence of the accused. As stated by the Supreme Court of Canada in Boucher v. 

The Queen, [1955] S.C.R. 16, at 23-24: 


“It cannot be over-emphasized that the purpose of a criminal prosecution is not to obtain a 
conviction, it is to lay before a jury what the Crown considers to be credible evidence relevant to 
what ts alleged to be a crime. Counsel have a duty to see that all available legal proof of the facts 
is presented: it should be done firmly and pressed to its legitimate strength, but it must also be done 
fairly. The role of prosecutor excludes any notion of winning or losing; his function is a matter of 
public duty than which in civil life there can be none charged with greater personal responsibility. 
It is to be efficiently performed with an ingrained sense of the dignity, the seriousness and the 
justness of judicial proceedings.” 


Roles and Responsibilities of the PPSC 


The PPSC is responsible for prosecuting offences under more than 50 federal statutes and for 
providing prosecution-related legal advice to law enforcement agencies. Cases prosecuted by 
the PPSC include those involving drugs, organized crime, terrorism, tax law, money laundering 
and proceeds of crime, crimes against humanity and war crimes, Criminal Code offences in the 
territories, and a large number of federal regulatory offences. 


The PPSC is not an investigative agency. It prosecutes when a charge has been laid pursuant to 
an investigation by the Royal Canadian Mounted Police (RCMP) or some other investigative 
agency of a violation of federal law. The PPSC provides advice and assistance to investigators 
at the investigative stage and works closely with them, particularly in terrorism, criminal 
organization, proceeds of crime, money laundering, market fraud, and mega cases. 


The responsibilities of the PPSC vary somewhat by province and territory: 


¢ In all provinces and territories, except Quebec and New Brunswick, the PPSC is responsible 
for prosecuting all drug offences under the Controlled Drugs and Substances Act, regardless 
of which police agency investigated the alleged offences. In Quebec and New Brunswick, 
the only drug offences prosecuted by the PPSC are those investigated by the RCMP. 


In all provinces and territories, the PPSC prosecutes violations of federal statutes such as 
the Fisheries Act, the Income Tax Act, the Excise Act, the Competition Act, the Customs Act, 
the Canadian Environmental Protection Act, and the Canada Shipping Act, as well as con 
spiracies and attempts to violate these statutes. The PPSC also prosecutes terrorism and 
certain criminal organization offences under the Criminal Code, as well as money laundering 
and offence related property and proceeds of crime charges. Under arrangements with the 
provinces, the PPSC may also prosecute Criminal Code offences related to drug charges. 


In all three territories, the PPSC is responsible for prosecuting all Criminal Code offences 
and offences under other federal statutes. 
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On a national level, the PPSC performs a number of key roles to fulfill the criminal litigation 
responsibilities of the Attorney General, including: 


* providing legal advice to investigative agencies and government departments on the 
criminal law in the context of investigations; 


participating in multidisciplinary integrated enforcement teams with members of partner 
organizations, including the RCMP; 


applying for various types of judicial authorizations before charges are laid to enable the 
police to carry out their investigations lawfully, including wiretap applications and 
applications for special search warrants and restraint orders; 


reviewing charges and exercising the Attorney General's discretion to prosecute; 


performing legal, financial, and strategic risk assessments and developing plans for 
managing the prosecution of mega cases; 


acting as prosecutor in all matters prosecuted by the Attorney General of Canada on 
behalf of the Crown; and 


acting as a centre of expertise for criminal law, national security, and federal prosecution 
matters, and providing the prosecutor's perspective on the development of amendments 
to federal statutes relevant to the criminal justice system. 


About the Organization 


The PPSC has a headquarters office in Ottawa, 11 regional offices, 5 sub-offices, and a group 
of federal prosecutors who specialize in competition law prosecutions. Of its approximately 
670 employees, the majority are staff prosecutors supported by other professionals, such as 

paralegals, administrators, legal assistants, and corporate services staff. 


The Year in Review 


The period under review in this report begins on April 1*, 2006 and ends on March 31%, 2007. 
However, on December 12", 2006, the Public Prosecution Service of Canada (PPSC) was created 
as a new and independent organization and on that date, the principal prosecution function of 
the Attorney General of Canada was transferred from the Department of Justice to the PPSC. 
Within the Department of Justice, the preparation and planning of prosecutors and staff resulted 
in a transition unmarred by operational impacts or delays. 


The success of the transition can be attributed to the hard work and professionalism of 
employees from the PPSC and the DOJ. The PPSC is taking a gradual, phased approach to the 
administrative and corporate changes resulting from the creation of a new organization. This 
approach ensures continuity and a smooth transfer of functions and duties as the PPSC builds 
its organization. 
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A Phased Transition 


The transition from the FPS to the PPSC involves three key phases: 


¢ Phase One took place prior to December 12", 2006. It involved an assessment of the 
expected corporate and business needs of the PPSC, as well as the planning and 
preparation necessary to meet those needs. 


* Phase Two started on December 12", 2006 when the Federal Accountability Act received 
Royal Assent and when the Director of Public Prosecutions Act came into force. Start-up 
activities for the PPSC began and prosecutorial services were transferred to the PPSC while 
the Department of Justice continued to provide corporate and administrative services. 


¢ The third phase, from March 31*, 2007 onwards, will see the PPSC develop its corporate 
services model. 


Directives and Assignments 


To safeguard the independence of the PPSC, the Director of Public Prosecutions Act requires 
that all directives and assignments issued by the Attorney General be published in the Canada 
Gazette. On March 10", 2007, one directive and two assignments from the Attorney General 

to the Director of Public Prosecutions were published. 


Directive on the Federal Prosecution Service Deskbook 


This Directive instructed all federal prosecutors and Crown agents acting as federal prosecutors 
to continue to apply the policies and guidelines set out in the Federal Prosecution Service 
Deskbook (FPS Deskbook). The FPS Deskbook contains policies and guidelines for prosecutors 
who act on behalf of the Attorney General of Canada. It was published when the FPS carried 
out the prosecutorial function of the Attorney General of Canada and is available to the public 
through the PPSC website. *! 


Assignment on Best Practices 


This Assignment gave the Director of Public Prosecutions the responsibility for developing a set 
of best practices for prosecuting frauds against governments. Since the PPSC's mandate 
includes the prosecution of the new fraud provisions in the Financial Administration Act, 

the development of best practices is a PPSC priority. 


Assignment on Prosecutions through Agreement with Provincial Attorneys General 


This Assignment authorized the Director of Public Prosecutions to conduct prosecutions that 
the Attorney General can undertake through agreements with the provincial Attorneys General, 
and to conduct, under the authority of provincial Attorneys General, prosecutions and related 
proceedings, including appeals of charges that fall under the exclusive prosecutorial authority 
of the province. 


This assignment was given to provide greater certainty and to confirm existing practices under 
so-called "major-minor" arrangements or agreements, pursuant to which federal prosecutors 
receive authority to prosecute Criminal Code offences on behalf of a provincial Attorney 
General. This generally occurs where the Criminal Code offences are related to drug offences. 


* http://www.ppsc-sppc.gce.ca/eng/pub/fpsd-sfpg.html 
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Similarly, provincial prosecutors are authorized by these arrangements or agreements to 
prosecute federal offences where the major offence is in the Criminal Code. Such arrangements 
or agreements are called "major-minor" agreements because the prosecution service having 
carriage of the "major" charge will prosecute the "minor" charge as well. 


Communications 


Communications is a priority for the PPSC. As stated in the Director of Public Prosecutions Act, 
one of the responsibilities of the Director of Prosecutions is to communicate with the media 
and the public on all matters relating to prosecutions. To this end, the PPSC has set and is 
achieving its communication goals with the release of its Report on Plans and Priorities 
2007-2008, the creation of the PPSC website at www.ppsc-sppc.gc.ca, the production of its first 
annual report and this DPR, and the ongoing development of its communications plan, which 
aims to increase public awareness of the PPSC and confidence in the criminal justice system 
as it relates to prosecutions. 


In 2006-2007, the Public Prosecution Service focussed its efforts in the following areas: 
¢ Prosecution of drug, organized crime and Criminal Code offences 
¢ Addressing criminal issues related to contributing to a safer world for Canada 
e Prosecution to protect environment, natural resources, and economic health 
¢ Achieving excellence in managing for results, including legal risk management 


e Addressing the sustainability of the Public Prosecution Service 
1. Prosecution of Drug, Organized Crime and Criminal Code Offences 


This program activity focuses on the prosecution of drug-related crimes, organized crime, and 
Criminal Code offences throughout Canada. 


Under this program activity, the PPSC is responsible for the following: 


¢ Providing advice during police investigations and prosecuting drug charges under the 
Controlled Drugs and Substances Act, regardless of whether the case arises from a federal, 
provincial, or municipal police agency investigation. In Quebec and New Brunswick, 
however, the PPSC only prosecutes drug offences investigated by the Royal Canadian 
Mounted Police (RCMP). 


¢ Prosecuting organized crime cases and, pursuant to arrangements with the provinces, 
Criminal Code offences in cases where drug offences are the "major" charges and 
Criminal Code offences are the "minor" charges. 


¢ Prosecuting all Criminal Code offences in the three territories. 


This was an important activity for the Public Prosecution Service in 2006-2007. During that 
year, 88 percent of the litigation files on which the PPSC worked involved drugs, organized 
crime and Criminal Code offences. 


Within this, organized crime continued to be the substantive priority for the PPSC in 
2006-2007, reflecting the priority given to this issue by the federal government, federal 
police and other law enforcement authorities, and the PPSC. 


Il. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME 


During 2006-2007, the PPSC also continued to implement the Intensive Prosecution Strategy 
for Organized Crime; continued its focus on inter-jurisdictional cooperation within the 
prosecutorial community, and with investigative agencies both federally, nationally and 
internationally; provided advice and litigation support during the investigative stage on 
highly complex cases; served as prosecutor on organized crime cases prosecuted by the 
Attorney General of Canada on behalf of the Crown: and pursued proceeds of crime and 
offence-related property. 


While all PPSC regional offices are prosecuting organized crime cases, a number of PPSC 
regional offices are involved in highly complex and resource intensive cases that continued 
through 2006-2007 and will do so through 2007-2008, and require dedicated teams of 
experienced counsel. 


2. Addressing Criminal Issues, in the Context of Prosecutions, to Contribute to a 
Safer World for Canada 


The focus of this program activity is to prosecute offences under federal statutes such as the 
anti-terrorism provisions of the Criminal Code, the Proceeds of Crime (Money Laundering) 
Terrorist Financing Act, the Customs Act, the Excise Act, and the Excise Tax Act. This activity 
combats transnational crime and terrorism. The PPSC may also assist in executing extradition 
and mutual legal assistance requests before Canadian courts under the Extradition Act and the 
Mutual Legal Assistance in Criminal Matters Act. While this program activity is expected to 
involve a small number of cases, some will be very resource intensive and lengthy in duration. 


In 2006-2007, less than 1 percent of the files on which the PPSC worked involved public safety 
and anti-terrorism. National security issues continue to dominate the domestic and 
international agenda. The international focus on the threat of terrorism and the legal 
ramifications of counter-terrorism measures are matters requiring judicious consideration 
and a balancing of the competing interests of security, liberty and privacy. 


The PPSC also prosecuted cases of human smuggling and provided legal advice to federal 
departments in relation to investigations of suspected human smuggling. 


‘It should be noted that on December 12", 2006, while the PPSC became a new department of 
government, the International Assistance Group (IAG) and the National Security Group (NSG) that 
were part of the former Federal Prosecution Service, remained with the Department of Justice. 


3. Prosecuting Federal Offences to Protect the Environment, Natural Resources, and 
Economic and Social Health 


The PPSC carries out this program activity by providing advice and support to federal inves- 
tigative agencies and by prosecuting federal offences under approximately 50 federal statutes. 


These prosecutions include offences falling under legislation such as the Income Tax Act, the 
Fisheries Act, and the Canadian Environmental Protection Act. In cases where a specialized 
knowledge of specific legislation is required, teams of prosecutors with expertise on the specific 
Statute are dedicated to the prosecutions. For example, the Atlantic Regional Office has a 
dedicated team of counsel devoted to prosecuting fisheries offences. In addition, PPSC 
counsel play a key role in the Integrated Market Enforcement Team (IMET) initiative. 
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In 2006-2007, the FPS/PPSC caseload in relation to these prosecutions accounted for 
10.9 percent of its total litigation caseload. 


4. Achieving Excellence in Managing for Results, including LRM 


As part of the PPSC's performance management approach to our core business and to 
strengthen performance reporting, in 2006-2007, the PPSC Advisory Board continued to build 
on its strategic and operational business planning, improved the reports available to PPSC 
managers for performance management from the iCase file management system, and 
continued its work to strengthen PPSC performance measures and related data quality. 


On the legal risk management (LRM) front, reports on cases with the highest risks are prepared 
and updated monthly for senior management. There has been a dedicated effort in 2006-2007 
to improve the quality of LRM data on organized crime cases, through an internal auditing and 
validation process, which resulted in a new LRM report on mid- to high-risk organized crime 
cases for senior management. The LRM database has been expanded and improved in 2006-2007, 
and a major data quality validation was performed each quarter, to ensure that LRM data 
remained current and accurate. 


5. Ensuring the Sustainability of the Public Prosecution Service 


Under 50 federal statutes, the PPSC performed the criminal litigation responsibilities of 

the Attorney General of Canada and Minister of Justice, that is the prosecution and 
prosecution-related functions, in relation to cases referred by federal police, RCMP contract 
police, provincial, and municipal police forces. Over time, the workload of the PPSC has risen 
in response to changes in the level of police resources, their priorities (e.g. to address grow-ops 
and meth labs) and operational strategies. The PPSC will seek to ensure its sustainability. 


Expected Results for Policy/Program/Service: 


¢ effective prosecution of drug, organized crime and Criminal Code offences; 


* criminal issues, in a prosecutorial context, contributing to a safer world for Canada, 
are addressed; 


effective prosecutions to protect the environment, natural resources, and economic 
and social health; 


excellence is achieved in managing for results, including legal risk management; and 


strategies are developed and implemented to address the sustainability of the PPSC. 


Il. ANALYSIS OF PROGRAM ACTIVITIES BY STRATEGIC OUTCOME 


Our Performance during 2006-2007 in Support of this Strategic Outcome: 


The table below shows the PPSC performance in the delivery of prosecution services over the 


reporting period. 


Program Activity B.2: Providing prosecution services 
Expected Results: Effective pre-charge interventions/advice 


Effective management of 
PPSC caseload 
(Staff prosecutors and Agents) 


(From this point Staff 
prosecutors only) 


Measures 


Percentage of new litigation and advisory 
files that were opened in the fiscal 
year, plus carry-over files i.e. files 
opened in previous fiscal years against 
which time was recorded in the new 
fiscal year, for: 


Caseload 


¢ Drugs, organized crime and 
Criminal Code offences: 88% 


¢ Public safety and anti-terrorism 
files: 0.4% 


¢ Regulatory prosecutions: 10.9% 
¢ Other: 0.7% 


Complexity 
of caseload 


Breakdown of cases by complexity i.e. 
low, moderate, high complexity: 


¢ Low: 61% 
¢ Moderate: 35% 
¢ High: 3% 
¢ Mega: 1% 


New files 
where 
pre-charge 
advice 
provided 


Percentage of new files where pre-charge 
advice was provided by level of 
complexity, for: 


1. Based on the % of new files with 
Advice by complexity level 


¢ Organized crime: 
Mega: 67% 
High: 18% 

Moderate: 15% 

Low: 7% 


¢ Public safety and anti-terrorism 
High: 65% 

Moderate: 37% 

Low: 45% 


2. Based on the % relative to the total 
number of Regulatory Advisory files 


¢ Regulatory prosecutions: 
Mega: 0.5% 

High: 7.6% 

Moderate: 66.5% 

Low: 17.8% 

N/A: 7.6% 


Data Collection 


iCase file 
management system 


iCase file 
management system 


iCase file 
management system 
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Data Collection 


Elements ‘Indicators _ Measures — 
a 


Effective Prosecutions Outcome of Outcomes of cases decided on merit, iCase file 
cases decided based on most serious outcome: management system 
on merit : 
¢ Guilty pleas: 75.2% 
Outcomes | yP eo 
of cases not * Guilty plea to lesser offence: 4.8% 
pursued for ¢ Conviction: 16.2% 
prosecution 


¢ Conviction of a lesser offence: 0.3% 
©:3.5% 


- Outcomes of cases not pursued for 
_ prosecution: 


* stayed by the Crown: 37% 
¢ withdrawn: 53% 

¢ charges declined: 1% 

¢ diverted: 9% 


ee ——— 


Maintaining public _Trendsin public | Joint measure of police and _ General Social Survey 


confidence in the confidence in the _ prosecution services. 
administration of _ criminal justice 
criminal justice system 
Achieving excellence Legal risks are _ Reports on cases with the PPSC 
in managing for results, identified and highest risks are prepared 
including legal risk _ managed and updated monthly for 
management senior management. 
Improved PPSC = 95% completion of key data for ~ iCase file 
data quality new litigation files opened and management system 


files closed during the fiscal year, 
for in-house counsel files. 


Il. SUPPLEMENTARY INFORMATION 


SECTION II - SUPPLEMENTARY 
INFORMATION 
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Organizational Information 


Chief General 
Counsel 


Deputy Minister 


Director General 


Director 
Audit and 
Management Studies 


ADM 
Business & Regulatory 
Law Portfolio 


ADM 
Management Sector 
(includes the office 
of Corporate Council) 


Chief Legislative 
Counsel 
Legislative Services Branch 


Senior Regional Director 
Atlantic Regional Office 


Deputy Minister 
Senior Assistant Deputy Minister 
Assistant Deputy Minister 
Assistant Deputy Attorney General 


Corporate Secretariat 
and EA to the DM 


ADAG 
Aboriginal Affairs 
Portfolio 


ADM 
Public Law Sector 


ADAG 
Tax Law Services Portfolio 


Senior Regional Director 
Quebec Regional Office 


Senior Regional Director 
B.C. Regional Office 


Associate Deputy Ministers 


Francophonie, 


Justice in Official 
Languages and Legal 


Dualism; Official 
Languages Law 
Group 


ADAG 
Litigation Branch 


Director General 
Communications 
Branch 


ADAG 
Citizenship, Immigration 
and Public Safety Portfolio 


Senior Regional Director 
Ontario Regional Office 


Senior Regional Director 
Office of the Northern Region 


SDAM Policy Sector 


ADM 
Central Agencies 
Portfolio and Counsel 
to Dept. of Finance 


Senior Regional Director 
Prairies Regional Offices 
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[1]. SUPPLEMENTARY INFORMATION 


Table 3: Voted een pa teonytt Remy 


($ millions) 2006-2007 
Vote or Brute Truncated Vote or Main Planned Total 
Item Statutory Working Estimates Spending Authorities Actuals 
— i ors ACtuals 
Vote 1 Operating Expenditures 549.0 ABB ES 591.8 546.4 
Vote 5 Grants and Contributions 286.9 S120 364.0 355.0 
(S) Minister of Justice - 

Salary and motor 

car allowance 0.1 0.1 0.1 0.1 
(S) Contribution to employee 

benefit plans 79.8 79.8 fad fees 
eee 

Total 915.8 1,005.7 1,028.6 974.2 


essences 


Table 4: Services Received Without Charge 


2006-2007 

Actual Lane. 
Rete ettion provided by Public Works a eee Seren Canada (PWGSC) 42.9 
Contributions covering employers' share of employees’ insurance premiums and 
expenditures paid by TBS (excluding revolving funds) Dat 
a 
Worker's compensation coverage provided by Social Development Canada 0.1 
a en ene See ee ee 
Total 2006-2007 Services received without charge errs 


SSS sesso 
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Table 5: Sources of Respendable and Non-Respendable Revenue 


Non-Respendable Revenue | Aetual _ Actual — 
($ millions) 2004-2005 2005-2006 


A.1 Developing policies and laws 


Family Order and Agreements 


Enforcement Assistance Program 6.4 6.6 Fe: | 79 6.2 
Central Registry of Divorce Proceedings 0.7 0.8 0.9 0.9 0.7 
A.2 Developing andimplementing programs = ( - 2 . : 
Miscellaneous Revenues ' P5 ny CS - - - 38 
B.1 Providing legal advisory and litigation services to government : 
Legal Services - Crown Corp. 1.6 Us 0.4 0.4 1s 
Client-Departments Cost Recoveries * 144.0 153.6 - aie Ws psi he | 154.8 
Miscellaneous Revenues ' 20.4 zed ie 2 3.2 
Legal Services - Crown Corp. 0.2 
Client-Departments Cost Recoveries * 6.0 6.0 Sue 
Fines and forfeitures 1.0 2.9 Le ) i 1. 
Miscellaneous Revenues 0.2 0.3 0.1 0.1 0.E 
Total Non-Respendable Revenues * 195.8 175.5 - pa We Zante 176.¢ 


PL SETS SEE IS TEESE PES EY SE SET EE BL EF IO ES IS TS LEI SE EO TEL I NE IE LOE SI IE EI AEE I LETC, 


Note 1: Miscellaneous revenues have been applied to proper program activities in 2005 and 2006. 

Note 2: Cost recoveries were reported in 2005 and 2006 under one program activity, and are now reported under 
proper program activities in 2007. 

Note 3: Non-Respendable Revenues include refunds and reversal of previous years expenditures. Under accrual 
accounting (see Departmental Financial Statements - Table 15), these refunds and reversals are excluded 
from revenues and reported with expenses. 


64 


III. SUPPLEMENTARY INFORMATION 


Table 6: Resource Requirements by Branch/Sector 


2006- 2007 
- > Ai 
= As "Providing legal B.2 
Developing and _ advisory litigation Providing 
implementing _ and legislative services prosection 
_- programs to government services Total 
Policy and Law Section 
Main Estimates 24.8 296.6 one 323.6 
Planned Spending 25.0 382.2 at 410.3 
Total Authorities 36.1 373.0 Sid 412.2 
Actual Spending 31.4 363.0 at aufeo 
Federal Prosecution Service 
Main Estimates ae 80.7 85.5 
Planned Spending | 83.8 88.9 
Total Authorities Ashe | ay 102.8 
Actual Spending 5.1 i Bae 117.8 
Legislative Services 
Main Estimates 39.3 Bove 
Planned Spending ont 35.3 
Total Authorities Stas 35.3 
Actual Spending S22 5 PAP? 
Civil Litigation and Public Law 
Main Estimates Sok 12.6 15.7 
Planned Spending 3.1 12.6 17 
Total Authorities sol 34,3 soa ere Fe 
Actual Spending al 33.6 36.7 
Tax Law Portfolio 
Main Estimates 73.4 73.4 
Planned Spending 73.4 73.4 
Total Authorities 78.4 78.4 
Actual Spending ; 68.8 68.8 
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Table 6: Resource Requirements by Branch/Sector (conta) 


($ millions) | bx 2006- 2007 


Developing and _ 
implementing 
poeren 


Citizenship and Immigration Portfolio 


Main Estimates 67.3 
Planned Spending 67.3 
Total Authorities 67.3 
Actual Spending 65.5 


Aboriginal Affairs Portfolio 


Main Estimates 2.8 i273 
Planned Spending 3.0 ay ge 
Total Authorities 3.0 118.9 
Actual Spending 3.0 102.0 


Business and Regulatory Law Portfolio 


Main Estimates 166.8 
Planned Spending 166.9 
Total Authorities 158.6 
Actual Spending 136.9 


Central Agencies Portfolio 


Main Estimates List 
Planned Spending veh 
Total Authorities de 
Actual Spending ) 13.8 
Total Department 
Main Estimates 30.7 296.6 507.7 
Planned Spending a3 382.2 508.6 
Total Authorities 42.2 373.0 615.7 
Actual Spending 37.5 363.0 461.0 


Providing — 
_ prosection 


80.7 
83.8 
97.7 
112.7 
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Table 7-B: Policy on Service Standards for External Fees 


Table 7-B: Policy on Service Standards for External Fees 
Supplementary information on service standards for external fees can be found at 
http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp. 


Table 8: Details on Transfer Payment Programs (TPPs) 


Supplementary information on transfer payment programs can be found at 
http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp. 


Table 9: Financial Statements 


Since 2005-2006, all federal government departments as defined in section 2 of the Financial 
Administration Act and departments with revolving funds are to include financial statements 
in their DPR. 
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Ill. SUPPLEMENTA 


Financial Statements 
For Year Ended 
March 31, 2007 


ivi Department of Justice Ministre de la Justice (‘a n ada 


DEPARTMENTAL PERFORMANCE REPORT 2006-2007 


DEPARTMENT OF JUSTICE 


Management Responsibility for Financial Statements 


Responsibility for the integrity and objectivity of the accompanying financial statements for the year ended 
March 31. 2007 and all information contained in these statements rests with departmental management. These 
financial statements have been prepared by management in accordance with Treasury Board accounting policies 
which are consistent with Canadian generally accepted accounting principles for the public sector. 


Management is responsible for the integrity and objectivity of the information in these financial statements. 
Some of the information in the financial statements is based on management’s best estimates and judgment and 
gives due consideration to materiality. To fulfill its accounting and reporting responsibilities, management 
maintains a set of accounts that provides a centralized record of the department’s financial transactions. 
Financial information submitted to the Public Accounts of Canada and included in the department’s 
Departmental Performance Report is consistent with these financial statements. 


Management maintains a system of financial management and internal control designed to provide reasonable 
assurance that Financial information is reliable, that assets are safeguarded and that transactions are in 
accordance with the Financial Administration Act, are executed in accordance with prescribed regulations, 
within Parliamentary authorities, and are properly recorded to maintain accountability of Government funds. 
Management also seeks to ensure the objectivity and integrity of data in its financial statements by careful 
selection, training and development of qualified staff, by organizational arrangements that provide appropriate 
divisions of responsibility, and by communication programs aimed at ensuring that regulations, policies, 
standards and managerial authorities are understood throughout the department. 


The financial statements of the department have not been audited. 


Virginia McRae 


(o4 puty Minister A/Assistant Deputy Minister, Corporate Services 
Senior Financial Officer 


Ottawa, Canada 


Date 
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DEPARTMENT OF JUSTICE 


Statement of Financial Position (unaudited) 


As at March 31 
(in dollars) 


Assets 


Financial assets 


Receivables (Note 7) 


Advances (Note 8) 


Total financial assets 


Non-financial assets 
_ Prepaid expenses 
Tangible capital assets (Note 9) 


Total non-financial assets 


Total 


Liabilities and Equity of Canada 
Liabilities 
Accounts payable and accrued liabilities (Note 10) 
Transfer payments payabie 
Vacation pay and compensatory leave 
Employee severance benefits (Note 11) 


Family Law account (Note 13) 


Total liabilities 


Equity of Canada 


Total 


Contingent liabilities (Note 12) 


Contractual obligations (Note 14) 


The accompanying notes form an integral part of these financial statements. 


II. SUPPLEMENTARY INFORMATION 


2007 


27,811,772 
51,985 
27,863,757 


135,834 
36,683,852 
36,819,686 


64,683,443 


$9,352,085 
612,001,885 
17,268,384 
83,850,340 
3,930,643 
776,403,337 


(711,719,894) 


64,683,443 


2006 
Restated 
(Note 17) 


21,791,359 
34,125 


21,825,484 


158,492 
34,813,456 
34,971 948 


56,797,432 


62,969,296 
437,609,360 
16,657 597 
78,277,118 
1,562,044 


$97,075,415 
($40,277,983) 


56,797 432 
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DEPARTMENT OF JUSTICE 


Statement of Operations (unaudited) 


For the year ended March 31 


i} 
(in dollars) 


Expenses wots) 
Providing legal advisory. litigation and legislative services to government 
Developing and implementing programs 
Providing prosecution services 
Developing policies and laws 


Total expenses 


Revenues woes) 


Providing legal advisory, litigation and legislative services lo government 
Providing prosecution services 
Developing policies and laws 


Total revenues 
Net cost of operations 


The accompanying notes form an integral part of these financial statements. 


2007 


$26,014,088 
360,646,912 
121,278,989 


41,867,608 


1 049,804,597 


135,830,964 
7105336 
7,087,850 


170,024,150 


879,780,447 


2006 
Restated 
(Note 17} 


494,111,816 
369,896,574 
129,271,195 

44,249,771 


1,037,529,356 


151,409,648 
7,157,656 


7.872930 


166,140,234 


871.389,122 


DEPARTMENT OF JUSTICE 


Statement of Equity of Canada (unaudited) 


For the year ended March 31 


(in dollars) 


Equity of Canada, beginning of year 

Net cost of operations 

Current year appropriations used (Note 4) 

Revenue not available for spending 

Change in net position in the Consolidated Revenue Fund (Note 4) 

Services provided without charge by other government departments (Note 16) 


Equity of Canada, end of year 


The accompanying notes form an integral part of these financial statements. 


Ill. SUPPLEMENTARY INFORMATION 


2007 


(540,277,983) 
(879,780,447) 
974,223,007 
(170,077,588) 
(171,464,895) 

75,638,012 


(711,719,894) 


2006 
Restated 
(Note 17) 
(416,021,911) 
(871,389,122) 
959,609,363 
(166,140,234) 
(120,159,257) 


73,823,178 


(340.277,983) 
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DEPARTMENT OF JUSTICE 


Statement of Cash Flow (unaudited) 


For the year ended March 31 


(in dollars) 


Net cost of operations 
Non-cash itents 

Amortization of tangible capital assets. (Note 9) 

Gain on disposal of capital assets 

Services provided without charge by other government departments (Note 16) 
Variations in Statement of Financial Position 

Increase (decrease) in accounts receivable and advances 

Increase (decrease) in prepaid expenses 

Increasé in liabilities 


Cash used by operating activities 


Capital investment activities 


Acquisitions of tangible capital assets (Note 9) 
Proceeds from disposal of tangible capital assets 


Cash used by capital investment activities 


Financing activities 


Net cash provided by Government of Canada 


The accompanying notes form an integral part of these financial statements, 


2007 


879,780,447 


(HL,115,407) 


9.218 
(75,688,012) 


6,038,273 
(22,638) 
(479,327,922) 


619,703,939 


13,000,181 
(23,596) 


12,976,585 


(632,680,524) 


2006 


Restated 
(Note 17) 


871.389,122 


(9,149,985) 
0 
(73,823,178) 


(14,813,293) 
34,378 
(113,277,698) 


660,359,346 


12,950,526 


(673,309,872) 


Il. SUPPLEMENTARY INFORMATION 


DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


1. Authority and objectives 


The Department of Justice was created by an Act of Parliament in 1868 to be responsible for the legal affairs of the 
Government of Canada and to provide legal services to individual departments and agencies. The department's work 
reflects the duties of its Minister’s dual role as Attorney General of Canada and as Minister of Justice. 


The department conducts its 2 priorities along 4 program activities: 
(a) A fair, relevant and accessible justice system that reflects Canadian values 


Developing policies and laws 
The planning and development of government justice policies dealing with the matters within the mandate of the Minister 
of Justice. 


Developing policies and laws 
The planning and development of government justice policies dealing with matters within the mandate of the 
Minister of Justice. 


Developing and implementing programs 
The design, development and implementation of cost-shared programs and grants and contributions. 


(b) A federal government that is supported by effective and responsive legal services 


Providing legal advisory, litigation and legislative services to government 
The provision of legal advisory services to departments and agencies and the supervision, coordination and/or 
conduct of civil litigation on their behalf. 


Providing prosecution services 

The conduct of criminal prosecution, including money laundering and drug prosecutions, and regulatory 
prosecutions such as those related to income tax, the competition law provisions on telemarketing, customs and 
immigration. Responding to international requests and trans-national crime and working to combat organized 
crime and terrorism, 


2. Summary of significant accounting policies 


The financial statements have been prepared in accordance with Treasury Board accounting policies which are consistent 
with Canadian generally accepted accounting principles for the public sector. 


The significant accounting policies are as follows: 


(a) Parliamentary appropriations 

The department is financed by the Government of Canada through Parliamentary appropriations. Appropriations provided 
to the department do not parallel financial reporting according to generally accepted accounting principles since 
appropriations are primarily based on cash flow requirements. Consequently, items recognized in the Statement of 
Operations and the Statement of Financial Position are not necessarily the same as those provided through appropriations 
from Parliament. Note 4 provides a high-level reconciliation between the bases of reporting. 


(b) Net cash provided by Government i 

The department operates within the Consolidated Revenue Fund (CRF), which is administered by the Receiver General for 
Canada. All cash received by the department is deposited to the CRF and all cash disbursements made by the department 
are paid from the CRF. The net cash provided by Government is the difference between all cash receipts and all cash 
disbursements including transactions between departments of the federal government. 
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DEPARTMENT OF J 


Notes to the Financial Statements (unaudited) 


2. Summary of significant accounting policies (continued) 


(c) Change in net position in the Consolidated Revenue Fund 

The change in net position in the Consolidated Revenue Fund is the difference between the net cash provided by 
Government and appropriations used in a year, excluding the amount of non- -respendable revenue recorded by the 
department. It results from timing differences between when a transaction affects appropriations and when it is processed 
through the CRF. 


(d) Revenues 


v Revenues derived from the provision of legal services are recognized in the year of billing. Billings are for salaries 
or hours of service rendered and disbursements incurred during the year. 


v Service and administration fees revenues under the Family Law programs are recognized based upon the services 
provided in the year, such as upon validation of the garnishment application or upon issuance of the divorce 
clearance certificate. 


v Fines, forfeitures and court costs are recognized upon receipt of payment by the department. 


(e) Expenses 


v Grants are recognized in the year in which the conditions for payment are met. In the case of grants which do not 
form part of an existing program, the expense is recognized when the Government announces a decision to make a 
non-recurring transfer, provided the enabling legislation or authorization for payment receives parliamentary 
approval prior to the completion of the financial statements. 


v Contributions are recognized in the year in which the recipient has met the eligibility criteria or fulfilled the terms 
of a contractual transfer agreement. 


v Vacation pay and compensatory leave are expensed as the benefits accrue to employees under their respective 
terms of employment. 


v Expenses related to the provision of legal services are limited to those costs borne and settled directly by the 
department. These legal services may or may not be recovered as revenue from the client department. The cost of 
legal services which are paid directly by client departments to outside suppliers such as Crown agents, are not 
included in the expenses of the department. 


v Services provided without charge by other government departments for accommodation, the employer's 
contribution to the health and dental insurance plans, and workers’ compensation coverage are recorded as 
operating expenses at their estimated cost. 


~J 
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DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


2. Summary of significant accounting policies (continued) 
(f) Employee future benefits 


i. Pension benefits 


Eligible employees participate in the Public Service Pension Plan, a multiemployer plan administered by the 
Government of Canada. The department's contributions to the Plan are charged to expenses in the year inc urred 
and represent the total departmental obligation to the Plan. Current | egislation does not require the department to 
make contributions for any actuarial deficiencies of the Plan. 


it. Severance benefits 


Employees are entitled to severance benefits under labour contracts or conditions of employment. These benefits 
are accrued as employees render the services necessary to earn them. The obligation relating to the benefits earned 
by employees is calculated using information derived from the results of the actuarially determined liability for 
employee severance benefits for the Government as a whole. 


(gz) Receivables 
Receivables are stated at amounts expected to be ultimately realized; a provision is made for receivables where recovery 
is considered uncertain. 


(h) Contingent liabilities 

Contingent liabilities are potential liabilities which may become actual liabilities when one or more future events occur or 
fail to occur. To the extent that the future event is likely to occur or fail to occur, and a reasonable estimate of the loss can 
be made, an estimated liability is accrued and an expense recorded. If the likelihood is not determinable or an amount 
cannot be reasonably estimated, the contingency is disclosed in the notes to the financial statements. 


(i) Tangible capital assets 


All tangible capital assets are recorded at their acquisition cost and amortized over their estimated useful life on a 
straight-line basis as follows: 


Acquisition cost 


Asset class delta oc arealer thas Amortization period 

Office and other equipment $10,000 5 to 8 years 

Telecommunications equipment $10,000 4to 5 years 

Informatics hardware $1,000 3 to 5 years 

Informatics software $10,000 3 to 5 years 

Furniture and furnishings $1,000 10 years 

Motor vehicles $10,000 5 years 

Leasehold improvements $10,000 Lesser of useful life or term of the lease 
Work in progress in accordance with asset class Once in service. in accordance 


with asset class 


() Measurement uncertainty ; oe 

The preparation of these financial statements in accordance with Treasury Board accounting policies which are 
consistent with Canadian generally accepted accounting principles for the public sector requires management to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses. At the time of 
‘preparation of these statements, management believes the estimates and assumptions to be reasonable, The most 
significant items where estimates are used are contingent liabilities, the liability for employee severance benefits and the 
useful life of tangible capital assets. Actual results could significantly differ from those estimated. Management s 
estimates are reviewed periodically and, as adjustments become necessary. they are recorded in the financial statements 
in the year they become known. 
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Notes to the Financial Statements (unaudited) 


3. Changes in accounting policy 


In 2006-07, the department made changes to its accounting policy for tangible capital assets to better reflect the significant 
investment by the department in these assets. The first change is the reduction of the threshold value for capitalization of 
certain tangible assets, namely informatics hardware and furniture and furnishings, from $10,000 to $1,000. The second 
change is the revision in approach from capitalizing assets on a component basis to a whole asset or project basis. The 
final change is the capitalization of salary and related employee benefit costs for informatics software that is developed in 


house. 


These changes have been accounted for retroactively with the following impact on the comparative results for 2005-06: 


2006 
As previously Effect of 2006 
(in dollars} stated the changes Restated 
Statement of Equity of Canada 
Equity of Canada, beginning of the year (436,894,775) 20,872,864 (416,021,911) 
Net cost of operations (874,396,294) 3,007,172 (871,389,122) 
Note 9 Tangible capital asstes 
Net book value 
Office and other equipment 456.876 20,568 477,444 
Telecommunications equipment 313,697 344,848 658,545 
Informatics hardware 656.47 | 7.563.537 8,220,008 
Informatics software 1.619.504 5,567,563 7,187,067 
Furniture and furnishings 249,087 8,843,193 9,092,280 
Motor vehicles 86,197 0 86,197 
Leasehold improvements 6,094,150 730,193 6,824,343 
Work in progress - software development 1 457 ABS 391,363 1,848,801 
Work in progress ~ leasehold improvements 0 418.771 418.771 
10,933,420 23,880,036 34,813,456 


_ ae eeomnnnssn het Se RSM SRSA seen A RRSOEN SBOP GORE ROOMS SSAERSO RECS RIREEARS SEES SAS PE SDUSSOSSOOTIOE SAS SSE OLISS SSS SOOE AS ACOL IOSD CSCOSISSO SOSA D TONES ESOS ATED LOA ANAL ALLE LAL, 


Amortization expense for the year ended March 31, 2006 is $9,149,985 (previously stated as $3,002,463). 
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DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


4. Parliamentary appropriations 


The department receives most of its funding through annual Parliamentary appropriations. Items recognized in the 
Statement of Operations and the Statement of Financial Position in one year may be funded through Parliamentary 
appropriations in prior, current or future years. Accordingly, the department has different net results of operations for the 
year on a government funding basis than on an accrual accounting basis. The differences are reconciled in the following 
tables: 


(a) Reconciliation of net cost of operations to current year appropriations used 


(in dollars) 2007 2006 


Restated (Note 17) 


Net cost of operations 879,780,447 871,389,122 


Adjustments for items affecting net cost of operations but not affecting appropriations 


Add (Less) 
Services provided without charge by other government departments (Note 16) (75,658,012) (73,823,178) 
Receivable from Treasury Board Secretariat for employee benefits 3,477,341 0 
Amortization of tangible capital assets (11,115,407) (9,149,985) 
Revenue not available for spending 170,077,588 166,140,234 
Employee severance benefits (5,573,222) (12,800,763) 
Vacation pay and compensatory leave (610,787) 108,262 
Refunds and reversals of previous year expenses 6,528,630 9,379,263 
Bad debt (4,061,094) (4,418,496) 
Other (1,600,000) (200,000) 
$1,465,037 75,235,337 
Adjustments for items not affecting net cost of operations but affecting appropriations 
Add (Less) 
Acquisitions of tangible capital assets 13,000,181 12,950,526 
Change in prepaid expenses (22,658) 34,378 
12,977,523 12,984,904 
974,223,007 959,609,363 


Current year appropriations used 
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DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


4. Parliamentary appropriations (continued) 


(b) Appropriations provided and used 


2007 2006 
Restated (Note 17) 


(in dollars} 


Vote | - Operating expenditures 591,751,446 $42,775,051 
Vote 5 - Grants and contributions 364,007,415 365,742,415 
Statutory amounts 72,803,848 TIATS ATA 
Less 
Appropriations available for future years (837) (7,379) 
Voted authorities lapsed (54,338,862) (20,376,198) 
menemnaiaaaaeaaitattcsatiesttaiattatt nt tet eA tANL CCL NCtE NOC NANO NNCQONQC DDD DOO QQ COC OQ AQ QA QQ A A QQ AAA ALAA ALAA ALL AAA LAA ALAA AAOAMAAAL AAA AA ALAA AAA ALLL ALLA ALLL AL 
Current year appropriations used 974,223,007 959,609,363 


(ec) Reconciliation of net cash provided by Government to current year appropriations used 


2007 2006 


Restated (Note 17) 


tin dollars} 


Net cash provided by Government 632,680,524 673,309,872 
Revenue not available for spending 170,077,588 166,140,234 
Change in net position in the Consolidated Revenue Fund 
Variation in accounts receivable and advances (6,038,273) 14,432.48} 
Variation in accounts payable and accrued Habilities 170,775,314 100,402,555 
Adjustments and refunds of previous year accounts payable 6,528,631 9,379,264 
Other adjustments 199,223 (4.055.043) 
171,464,895 120,159,257 
974,223,007 959,609,363 


Current year appropriations used 
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DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


5. Expenses 


(in dollars} 2007 2006 
Restated (Note 17) 
Operating 
Salaries and employee benefits $28,753,983 527,238.693 
Professional and special services 65,121,464 60,717,166 
Accommodation 43,911,327 42,201,714 
Travel and relocation 15,995,105 15,962,623 
Amortization of tangible capital assets 11,115,407 9,149,985 
Utilities, materials and supplies 8,779,083 $.237,268 
Communications 7,047,814 6.638,08 | 
Information 5,123,369 7,278,749 
Bad debt expense 4,061,094 4,418,496 
Claims and ex-gratia payments 3,982,429 359,825 
Repairs and maintenance 2,435,803 2,422,101 
Rentals 1,202,760 1,506,527 
Other 1,077,398 $54,827 
Total operating expenses 698,607,033 686,986,055 


Transfer payments 


Provinces and territories 329,003,366 330,961,639 
Non-profit institutions and organizations 15,965,498 13,543,147 
Persons 6,053,428 5,922,283 
International organizations and foreign countries 175,272 116,232 
Total transfer payments - 351,197,564 - 350,543,301 
Total expenses 1,049,804,597 1,037.529.356 


6. Revenues 


(in dollars) 2007 2006 
Services 
Legal services 161,660,834 155,492,858 
Family Law fees 6,807,063 7,378,009 
168,467,897 162,870,867 
Other revenues 
ia aa 
Fines and forfeitures 967,907 2,870,421 
Rent from residential housing provided to employees 294,910 307,776 
yi 79949 
Court costs awarded 9 9,252 
Other 293,436 11,918 
1,556,253 3,269,367 
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Notes to the Financial Statements (unaudited) 


7. Receivables 


(in dollars) 2007 2006 


Federal government departments and agencies 


Accounts receivable 23,960,098 17,721,850 
External parties 
Family Law 11,261,350 11,417,324 
Less: allowance for doubtful accounts (8,897,916) (8,540,147) 
2,363,434 2,877,177 
Other receivables 1,730,348 1,192,332 
Less: allowance for doubtful accounts (242,108) (935) 
1,488,240 1,192,332 
Total receivables 27,811,772 21,791,359 
8. Advances 
(in dollars) 2007 2006 
Temporary advances to employees for travel 23,605 0 
Standing advances held by employees for travel and petty cash 28,380 - 34,125 
Total advances $1,985 34,125 
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DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


9. Tangible capital assets 


Tangible capital assets Opening Disposals and Closing 


(in dollars) balance Acquisitions transfers balance 
Restated (Note 17) 


Office and other equipment 531,906 41,270 0 $73,176 
Telecommunications equipment 1,363,027 258,492 0 1,621,519 
Informatics hardware 15,296,226 3,580,781 0 18,877,007 
Informatics software 13,183,593 1,228,463 1,848,801 16,260,857 
Furniture and furnishings 12,734,249 1,665,914 0 14,420,163 
Motor vehicles : 207,158 0 (80,723) 156,435 
Leasehold improvements 11,976,033 191,220 3,433,847 15,601,100 
Work in progress - software development 1,848,801 840,677 (1,848,801) 840,677 
Work in progress - leasehold improvements AIB.771 5,193,364 (3,433,847) 2,178,288 
Total tangible capital assets 57,579,764 13,000,181 (50,723) 70,$29,222 


Accumulated amortization Opening Current year Disposals and Closing 


(in dollars) balance amortization transfers balance 
Restated (Note 173 


Office and other equipment 54,462 75,774 0 130,236 
Telecommunications equipment 704,482 235,751 0 940,233 
Informatics hardware 7,076,218 3,765,356 0 10,841,574 
Informatics software 5,996,526 3,530,626 0 9,527,152 
Furniture and furnishings 3,661,969 1,346,121 0 5,008,090 
Motor vehicles 120,961 22.016 (36,345) 106,632 
Leasehold improvements 5,151,690 2,139,763 0 7,291,453 
Total accumulated amortization 22,766,308 11,115,407 (36,345) 33,845,370 


Net book value 


(in dollars) 2007 2006 


Restated (Note 17) 


Office and other equipment 442,940 477 444 
Telecommunications equipment 681,286 658,545 
Informatics hardware 8,035,433 8,220,008 
Informatics software 6,733,705 7,187,067 
Furniture and furnishings 9,412,073 9,092,280 
Motor vehicles 49,803 86,197 
Leasehold improvements 8,309,647 6,824,343 
Work in progress - software development 840,677 1,848,801 
Work in progress - leasehold improvements 2,178,288 418,771 
Total net book value 36,683,852 34,813,456 


Amortization expense for the year ended March 31, 2007 is $11,115,407 ($9,149,985 in 2005-06). 
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Notes to the Financial Statements (unaudited) 


10. Accounts payable and accrued liabilities 


(in dollars) ; 2007 2006 


Federal government departments and agencies 


Accounts payable ; 3,882,374 3.756.175 


External parties 


Accounts payable 43,042,988 48,724,383 
Accrued salaries 10,626,723 10,220,411 
Other liabilities 1,800,000 268,327 
§5,469,711 59,243,121 

Total accounts payable and accrued liabilities $9,352,085 62,969,2% 


11. Employee benefits 


(a) Pension benefits 

The department's employees participate in the Public Service Pension Plan, which is sponsored and administered by the 
Government of Canada. Pension benefits acerue up to a maximum period of 35 years at a rate of 2 percent per year of 
pensionable service, times the average of the best five consecutive years of earnings. The benefits are integrated with 
Canada/Quebec Pension Plans benefits and they are indexed to inflation. 


Both the employees and the department contribute to the cost of the Plan, The expense presented below represents 
approximately 2.2 times (2.6 in 2005-06) the contributions by employees. 


din dollars} 2007 2006 


Pension expense $3,534,084 52,827,251 


The department's responsibility with regard to the Plan is limited to its contributions. Actuarial surpluses or deficiencies 
are recognized in the financial statements of the Government of Canada, as the Plan’s sponsor. 


(b) Severance benefits 
The department provides severance benefits to its employees based on eligibility, years of service and final salary. These 


severance benefits are not pre-funded. Benefits will be paid from future appropriations. Information about the severance 
benefits, measured as at March 31. is as follows: 


(in dollars) 2007 2006 
Accrued benefit obligation, beginning of year 78,277, 118 65,476,355 
Expense for the year 8,828,166 16,337,976 
Benefits paid during the year (3,254,944) (3,537,213) 
Accrued benefit obligation, end of year ; 83,850,340 78,277,118 
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Notes to the Financial Statements (unaudited) 


12. Contingent liabilities 


Claims and litigation 

Claims have been made against the department in the normal course of operations. Legal proceedings for claims totalling 
approximately $20,318,000 were still pending at March 31, 2007 ($13,528,000 in 2005-06). Some of these potential 
liabilities may become actual liabilities when one or more future events occur or fail to occur. To the extent that the 
future event is likely to occur or fail to occur, and a reasonable estimate of the loss can be made, an estimated liability is 
accrued and an expense recorded in the financial statements. 


13. Family Law account 


Under the Family Orders and Agreements Enforcement Assistance Act , the department assists provinces and territories in 
the enforcement of family support orders and agreements by providing garnishment assistance through the interception of 
designated federal moneys payable to individuals owing family financial support. These intercepted moneys are deposited 
into the Family Law account from which payments to the provinces and territories are then made. The provinces and 
territories distribute these payments (consisting of garnisheed moneys such as income tax refunds, employment insurance 
benefits, etc.) to the beneficiaries. 


(in dollars) 2007 20006 
Family Law account, beginning of year 1,562,044 2,828,742 
Receipts 122,126,685 118,249,096 
Payments (119,758,085) (119,515,794) 
Family Law account, end of year 3,930,643 1,562,044 


14. Contractual obligations 


The nature of the department's activities results in some large multi-year contracts and obligations whereby the department 
will be obligated to make future payments when the services and/or goods are received. 


Significant contractual obligations that can be reasonably estimated are summarized as follows: 


2011-12 and 


(in dollars) 2007-08 2008-09 2009-10 2010-11 thereafter 


174,000,000 175,000,000 175,000,000 0 


Transfer payments 175,000,000 
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DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


15. Subsequent event - transfer of activity 


On December 12, 2006, the Office of the Director of Public Prosecutions was created as part of the Federal 
Accountability Act . This Office takes over the duties of the former Federal Prosecution Services within the Department 
of Justice and will operate independently of the department effective April 1, 2007. 


The condensed operating results and the assets and liabilities for the portion relating to the transferred operations during 
2006-07 are as follows: 


Gin dollars} 


2007 


Statement of Operations 
Revenues 7,105,336 
121,275,989 
cs sili ionomers iain ee omitted ane enor 


Net cost of operations 


Expenses 


114,170,683 
Statement of Financial Position 
Assets §,324,528 
Liabilities 27,541,841 
Net liabilities for transfer 22,217,313 


Ill. SUPPLEMENTARY INFORMATION 


DEPARTMENT OF JUSTICE 


Notes to the Financial Statements (unaudited) 


16. Related party transactions 


The department is related as a result of common ownership to all Government of Canada departments, agencies, and 
Crown corporations. The department enters into transactions with these entities in the normal course of business and on 
normal trade terms. 


Also, during the year, the department received without charge from other departments, accomodation, the employer's 
contribution to the health and dental insurance plans, and workers’ compensation coverage. These services without charge 
have been recognized in the department's Statement of Operations as follows: 


(in dollars) 


2007 2006 
an emmmememmenmemenmeerere meee eee ad a 
Accommodation provided by Public Works and Government Services Canada 42,888,888 40,740,837 
Employer's contributions to the health and dental insurance plans paid by 
Treasury Board Secretariat 32,691,882 32,883,117 
Workers’ compensation coverage provided by Human Resources and Social 
Development Canada 77,242 199,224 
Re a els eae Ee a ee 
Total 75,658,012 73,823,178 


LOL DD DDO NOAA ADA AA CQ QO NNT TT titttaetiEsétéLélléRUéialttttit, 


The Government has structured some of its administrative activities for efficiency and cost-effectiveness purposes so that 
one department performs these on behalf of all without charge. The cost of these services, which include payroll and 
cheque issuance services provided by Public Works and Government Services Canada, are not included as an ex pense in 
the department's Statement of Operations. 


In addition, the Department of Justice has provided legal services without charge to other government departments 
throughout the fiscal year for a total amount of $188,672,338. 


17. Comparative information 


Comparative figures have been reclassified to conform to the current year’s presentation for the revised Program Activity 
structure and have been restated to reflect the changes in accounting policy described in Note 3. 
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Table 10: Response to Parliamentary Committees, 
and Audits and Evaluations 


Response to Parliamentary Committe o 


Standing Committee on Justice and Human Rights 
- Report 6 (39" Parliament, 1“ Session) 
http:/ /cmte.parl.gc.ca/cmte/CommitteePublication.aspx?COM=10474&Lang= 1&Sourceld=190754 


Summary: 

This report, entitled The Challenge of change: A Study of Canada's Criminal Prostitution Laws 
(Adopted by the Committee on December 12", 2006; Presented to the House on December 13", 2006), 
describes the Committee's findings regarding solicitation laws, safety of sex-trade workers and 
communities, and changes that will reduce the exploitation of and violence against sex-trade 
workers. The Committee puts forth one recommendation which is directed at the Department 
of Justice. 


Recommendation: 

This Committee reaffirms the need to maintain the independence of the Office of the 
Information Commissioner, and recommends that the Justice Minister consider the advisability 
of introducing before the end of the Session legislation in the House of Commons based on the 
provisions of the “Open Government Act” presented by Information Commissioner John Reid, 
with the assistance of the Legislative Counsel of the House of Commons. 


Response: 
The Minister responded to this recommendation. This response was presented to the House 
on March 30" 2007 and is available via the links below. 


Hotlink for English: 
http://cmte.parl.gc.ca/cmte/CommitteePublication.aspx?COM=10474&Lang=1&Sourceld=199347 
Hotlink for French: 

http://cmte.parl.gc.ca/cmte/ CommitteePublication.aspx?COM=10474&Sourceld=199347&SwitchLanguage=1 


Standing Committee on Access to Information, Privacy and Ethics 
- Report 2 (39" Parliament, 1“ Session) 
http://cmte.parl.gc.ca/cmte/CommitteePublication.aspx?COM=10473&Lang=1&Sourceld=183188 


Summary: 

This report, entitled Study on issues related to the alleged disclosure of the names of Access to 
Information applicants (Adopted by, the Committee on November 8", 2006; Presented to the 
House on November 22", 2006), describes the Committee's findings regarding the Alleged 
Disclosure of the Names of Access to Information Requesters. The Committee puts forth one 
recommendation which is directed at the Department of Justice. 


Ill. SUPPLEMENTARY INFORMATION 


Recommendations: 

This study brought to light certain practices related to the implementation of the Access to 
Information Act that are of concern both to our witnesses and to the Members of this Committee. 
In order to ensure that the broader issues of requester categorization and tracking are addressed, 
we recommend that the Minister of Justice, when drafting amendments to the Access to 
Information Act, take into consideration the concerns that we heard about the practice of categorizing 
and tracking the identities of access to information requesters within government departments, 
and include in a draft bill measures under the ATIA to protect the identity of all access requesters. 


Hotlink for English: 
http://cmte.parl.gc.ca/ cmte/CommitteePublication.aspx?COM=10473&Lang=1&Sourceld=197762 


Hotlink for French: 
http://cmte.parl.gc.ca/cmte/CommitteePublication.aspx?COM=10473&Sourceld=197762&Swit 
chLanguage=1 


Response to the Auditor General including to the Commissioner of the Environment and 
Sustainable Development (CESD) 
None during the reporting period; no recommendations were received. 


External Audits 
None during the reporting period; no recommendations were received. 


http://www.justice.gc.ca/en/dept/pub/audit_reports/2006/index.html 


1. Contracting for Services (March 2007) 


The audit assessed the adequacy of the control framework for the contracting function, 
including processes and practices related to the overall management of this function. 

The audit examined the extent of compliance with Government Contracts Regulations, 
Treasury Board Secretariat policy, and PWGSC rules pertaining to contracting; the 
effectiveness of the Department’s Contracting Policy and its review/challenge mechanisms, 
including the Regional Contracts Review Committees; the appropriateness of Departmént-wide 
performance monitoring reports and the extent to which these are used for management 
decision making; the reliability of information systems for decision making; the 
appropriateness of interfaces (including advice and assistance) with departmental staff; 
and the level of functional direction provided to regional office personnel. 


2. Integrated Financial and Material System (IFMS) (February 2007) 


The audit reviewed and assessed the adequacy of the framework in place for the system's 
operations, maintenance and enhancements; the extent to which the system meets user 
requirements; the reliability and usefulness of the information produced by the system; the 
suitability of technical support for users; the appropriateness of the budgetary allocations 
for the operations, maintenance and enhancements to the system; the extent to which 
resources assigned to the system are appropriately managed; and the adequacy of the 
security measures for safeguarding information. 
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3. Management of Electronic Information (November 2006) 


The audit reviewed and assessed the adequacy of the framework in place for the 
management of electronic information; the extent to which the management of electronic 
information complies with the Policy on the Management of Government Information 
(MGI) and the Library and Archives of Canada Act; the extent of compliance with the Access 
to Information Act, Privacy Act, and the Government Security Policy issued by Treasury 
Board Secretariat (TBS); and the adequacy of linkages with Library and Archives Canada, 
Treasury Board Secretariat, departmental regional offices, and DLSUs. The audit covered 
the management of electronic information at headquarters; the regional offices of 
Edmonton, Toronto, and Montreal; and the following DLSUs: Fisheries and Oceans, 

Health Canada, Natural Resources, Agriculture and Agri-Food, Citizenship and Immigration, 
and Treasury Board Secretariat. 


4. British Columbia Regional Office (August 2006) 


The audit reviewed and assessed the adequacy of the management framework in place; the 
reliability of information systems available for decision making and for accountability 
purposes; the extent of compliance of procedures and practices with applicable legislation, 
regulations and key central agency/department policies, including the FAA; the level of 
service provided by regional office staff; the appropriateness of interfaces with other 
sections of the regional office and the DOJ Headquarters and the extent and nature of 
functional direction received from Headquarters for each of the major functions 
performed by the Business Management Group. 


5. Northern Region (June 2006) 


The audit addressed the extent to which the overall level of resources was appropriate to 
meet the Northern Region's needs; the level of integration and linkages between the regional 
offices in the Northern Region with respect to the delivery of legal and corporate services; 
the ability of the regional offices in the Northern Region to respond to increases in activity 
in the Territories (i.e. meet the needs of the clients or the public with respect to criminal and 
civil matters); the mix of resources (including use of paralegals); the adequacy of workflow 
processes; and the impact of unique pressures faced by these Offices due to distinct 
mandate, location, and distance from one another. The audit also reviewed and assessed 
the appropriateness of the linkages between the regional offices in the Northern Region 
and Headquarters (legal and corporate services areas); the extent to which the management 
team structure is efficient and effective; and the adequacy and effectiveness of the provision 
of corporate services to the Northern Offices. 


Ill. SUPPLEMENTARY INFORMATION 


6. Travel and Hospitality (April 2006) 


The audit reviewed and assessed the adequacy of the management framework in place 
pertaining to travel and hospitality, including processes and practices related to planning, 
organizing, controlling, directing, communicating, and the management of human, financial, 
and materiel resources; the extent to which the Department's policies and directives relating 
to travel (including those relating to the Blanket Travel Authority) and hospitality comply 
with TB requirements and are communicated to regional departmental personnel; the 
extent to which departmental guidelines and procedures relating to travel (including, for 
example, the request for travel authority and advance, approval of travel, use of travel 
cards, the verification of expenses, and the issuance of payment) comply with all aspects 
of the TB Travel Directive and are being adhered to; and the appropriateness and adequacy 
of the travel and hospitality procedures followed by regional accounting operations. 


7. Competition Law Division (April 2006) 


The audit reviewed and assessed the framework within which services are delivered by 
the DLSU to its clients. The audit examined practices and processes related to planning, 
organization, performance monitoring, communications, the management of financial, 
human and material resources, information systems, compliance with legislation and 
policies, interfacing with other sections of the Department, and relationships with clients. 


8. Regional Corporate Services (April 2006) 


The audit reviewed and assessed the extent, appropriateness, and consistency of functional 
direction provided by Headquarters to regional offices; the appropriateness of the interfaces 
between Headquarters functional centres and their counterparts in regional offices, and 
the clarity of roles and responsibilities of regional and Headquarters staff. The audit also 
undertook a comparative analysis of the adequacy of regional office resource levels for 
each of the major corporate services functions. 


9. PWGSC Legal Services Unit (March 2006) 


The audit reviewed the management framework within which services are delivered by 
the DLSU to its clients. As part of this, the audit examined the various practices, processes 
and procedures in support of activities related to planning, information management, 
performance monitoring, communications, and the administration of financial, human 
and material resources as well as the extent of compliance to applicable legislation and 
policies. The level of client satisfaction and the extent and nature of interfaces with other 
sections of the Department were also assessed. 
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Evaluations _ _ 
http://www,justice.gc.ca/en/ps/eval/index.html 


The Federal Legal Aid Renewal Strategy, Formative Evaluation (December 2006) 

This evaluation aimed to assess the appropriateness of program design and implementation 
to support the achievement of the Strategy's objectives; to examine the extent to which the 
recommendations made in the 2001 evaluation of the Legal Aid Program have been 
implemented; to examine whether these improvements have contributed to increased 
program effectiveness; and to provide program management with useful information 

for the future of the Strategy. 


Recommendations: 


It is recommended that the Department of Justice (DOJ) seek authority for longer-term 
funding agreements with respect to legal aid. 


It is recommended that the DOJ consider approaches to enhancing legal aid funding that 
would require that provincial/territorial governments participate in the development of a 
mutually agreeable approach to report on legal aid outcomes. 


It is recommended that the DOJ work with the provinces and territories to clarify the roles 
and responsibilities of the Permanent Working Group (PWG). 


It is recommended that the DOJ continue to work with the provinces to develop fair and 
equitable funding formulae. 


It is recommended that the FPT PWG on Legal Aid, in collaboration with Citizenship and 
Immigration Canada (CIC), discuss whether the criminal legal aid agreement continues to 
be the agreed upon mechanism for providing I&R legal aid funds. 


It is recommended that DOJ, in collaboration with CIC, continue to monitor impact of I&R 
services on funding levels. 


Hotlink for English: http://www.justice.gc.ca/en/ps/eval/reports/06/legaid/sum/ table.html 
Hotlink for French: http://www.justice.gc.ca/fr/ps/eval/reports/06/legaid/sum/table.html 


Justice Partnership and Innovation Program, Summative Evaluation (September 2006) 


This evaluation aimed to provide an assessment of the Program's success to date in achieving 
its outcomes and address issues of relevance, cost-effectiveness and alternatives; assess 

whether the Program has met its objectives; provide information that can be used by Program 
staff to improve the results of the Program; and to examine the extent to which a performance 


measurement mechanism to ensure that data are systematically collected and disseminated 
has been put in place. 


Recommendations: 


¢ Re-examine the Program objective of contributing to policy development in the Department. 


¢ Continue efforts to strengthen JPIP performance monitoring. 


Hotlink for English: http://www.justice.gc.ca/en/ps/eval/reports/06/jpip/table.html 
Hotlink for French: http://www.justice.gc.ca/fr/ps/eval/reports/06/jpip/table.html 


Ill. SUPPLEMENTARY INFORMATION 


Formative Evaluation of the Contraventions Act Fund (March 2006) 


As part of the Department of Justice’s performance measurement strategy, this formative 
evaluation aims to review implemented activities related the Contraventions Act Fund. 


Recommendations: 


¢ The Department of Justice explore, in partnership with provinces, options for tracking and 
reporting complaints. 


¢ The Department of Justice monitor timelines for receiving reports from Ontario. 


¢ The Department of Justice continue to monitor the volume of French trials to determine 
if there is a need to provide funding to modify provincial databases to meet federal 
reporting requirements. 


Hotlink for English: http://www.justice.gc.ca/en/ps/eval/ reports/06/caf/index.html 
Hotlink for French: http://www.justice.gc.ca/fr/ps/eval/reports/06/caf/index.html 


Summative Evaluation of the Family Law Assistance Section (FLAS) (March 2006) 


This evaluation addressed issues related to the rationale and the continued relevance of the 
three programs related to FLAS: the Family Orders and Agreement Enforcement Assistance 
(FOAEA) program, the Garnishment, Attachment and Pension Diversion Act (GAPDA) program 
and the Central Registry of Divorce Proceedings Program (CRDP). 


Recommendations: 


* The FLAS section continues to function as a consolidated unit within the Department of 
Justice, providing FOAEA, GAPDA and CRDP services. 


The FLAS section review its organizational location in order to address the lack of 
sufficient linkage between FLAS and FCY, and the need for a more strategic approach to 
the planning of FLAS services and collaboration with provinces/territories and partners. 


FLAS take measures to ensure that data is readily available on an annual basis to document 
the extent to which FLAS enforcement related services are contributing to the successful 
enforcement of child and family support orders. 


DOJ clarify its role and responsibilities to manage GAPDA or consider centralizing 
management in order to strengthen coordination among existing GAPDA Registries and 
to enable regular reporting at a national level. 


The GAPDA service document, nationally and by province/territory, the number and 
percentage of valid applications that result in a garnishment of debtor wages; and 
the amount of revenue generated. 


FLAS establish a system capable of tracking duplicate divorce proceedings on an ongoing basis. 


FLAS work with Statistics Canada and Justice Research and Statistics Officials to strengthen 
the quality of CRDP data, and to ensure that the FLAS Section has the capacity to provide 
the type and quality of divorce data that its clients require. 


Hotlink for English: http://www.justice.gc.ca/en/ps/eval/reports/06/flas/sum/index.html 
Hotlink for French: http://www.justice.gc.ca/fr/ps/eval/reports/06/flas/sum/index.html 


Department of Justice 93 


DEPARTMENTAL PERFORMANCE REPORT 2006-2007 


94 


Table 11: Sustainable Development Strategy 


The Department's Sustainable Development Strategies each cover a three year period. This 
year’s DPR reporting period straddles the completion of the third strategy and the beginning 
of the fourth strategy (2007-2009). The fourth strategy contains a summary of results for the 
period ending December 2006. Since the current DPR reporting period covers only the first 

3 months of the fourth strategy, there are as yet no firm outcomes to report. However, a new 
reporting and accountability structure is being implemented for this strategy, which will reflect 
more closely its three main areas of focus (objectives) and the identified activities and targets 
subsumed under those objectives. The new SDS for 2007-2009 can be viewed online through 
the following hotlink: http://www.justice.gc.ca/en/dept/pub/sds/07_09/index.html. 


SUSTAINABLE DEVELOPMENT STRATEGY 2004-2006 


Points to Address Departmental of Justice Input 


1. What are the key objectives, and long-term 1. Strengthen knowledge and awareness of 
targets of the SDS? _ sustainable development within Department 


¢ Develop and deliver training and 
information sessions to employees; 


¢ Training on Cabinet Directive on the 
environmental assessment of policy, 
plan and program proposals; and 


¢ Develop tools to communicate 
information on sustainable 
development issues to employees. 


_2. Integrate consideration of sustainable 
_development into the Department's business 


¢ Consider Department’s policy and legal 
services work through sustainable 
development lens; and 


¢ Make sustainable development a 
departmental priority. 
3. Improve the environmental sustainability 
of the Department’s operations 


¢ Promote greater use of electronic 
information; 


¢ Improve conservation and waste 
management practices; and 


e Increase green procurement. 


III. SUPPLEMENTARY INFORMATION 


PESTS Re TE ean ea gece acer age 
Department of Justice Canada ° J 


OO Ee 
2. How do your key goals, objectives, and/or Strategic Outcome 1: A fair, relevant and 
long-term targets help achieve your accessible justice system that reflects 
department's strategic outcomes? Canadian values 
Funding of programs and development of 
policies support a better access to justice system 
and the cultivation of sustainable communities. 


Strategic Outcome 2: A federal government 
that is supported by effective and responsive 
legal services 

_ Through special training and the provision of 

_ practical tools, legal advisor, legislative counsel 
and litigator can better support client 
departments and agencies in incorporating 
sustainable development. 


3. What were your targets for the See SDS 2004-2006 | 
reporting period? (http://www.justice.gc.ca/en/dept/pub/sds/0 
4 _06/index.html) 


4, What is your progress to date? oid. Sach See SDS 2004-2006 | 
(http://www.justice.gc.ca/en/dept/pub/sds/0 
4 06/index.html) 


° Greater focus has been given to identify 
and develop more concrete performance 
measures to clearly demonstrate 
improvements and progress on all 
aspects of sustainable development 
efforts in the Department; and 


5. What adjustments have you made, if any? 


The Chief Legislative Counsel has been 
named as the departmental champion 
for Sustainable Development. 


Table 12: Horizontal Initiatives 


Supplementary information on horizontal initiatives can be found at 
http://www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp. 


Table 13: Travel Policies 


Supplementary information on travel policies can be found at 
http://www.tbs-sct.ge.ca/rma/eppi-ibdrp/hrdb-rhbd/profil_e.asp. 
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IV. OTHER ITEMS OF INTEREST 


Section IV — Other Items of Interest 


Corporate Management 
Management Accountability Framework (MAF) Assessment 


The Department's corporate management activities fall under the umbrella of the Management 
Accountability Framework (MAF). The MAF establishes the standards for management in the 
Government of Canada and is the basis for management accountability between departments/ 
agencies and the Treasury Board Secretariat (TBS) and the Canada Public Service Agency (CPSA). 
As such, on-going statements of progress provide the reader with details regarding the status and 
next steps for each activity area. In terms of performance, each year, our corporate management 
activities are classified and rated under the MAF Framework — 10 elements, 20 indicators and 
over 100 specific measures. Almost all federal government departments and agencies are subject 
to MAF assessment which is carried out mainly by Treasury Board Secretariat and the Canada 
Public Service Agency (formerly PPHRMAC). To date, over the past five cycles, the MAF assessment 
exercise has been an evolutionary one, therefore, we are not, at this time, able to provide data on 
year over year results. Last year, for the first time, the Treasury Board Secretariat made public 
the results of MAF III for all departments and agencies on its website. MAF IV noted our 
progress on a number of items including: 


* Knowing and responding to citizen/client needs and expectations — The overall rating 
reflects a strong performance in setting service standards and performance in providing 
services in both official languages is also strong. 


* Managing Organizational Change - The Department worked successfully on two major 
change management initiatives over the assessment period: the process underlying the 
unionization of the Law Group (LAs) and the creation of the Public Prosecution Service 
of Canada. 


The Department was also commended for advancing management priorities identified in the 
previous year’s assessment including: 


* Continued progress on the implementation of an integrated business planning and 
reporting framework — this has resulted in improved performance management capacity; 


* Progress towards implementing performance management practices within the department; and 


* Completion of the review of legal services and presentation of findings and 
recommendations on mixed funding, costing and charging models to TBS in March 2007. 


Our People 


Given the considerable focus on human resources management (HRM) in the core public 
administration (CPA) overall and in the Department of Justice (DoJ), one of the priorities in 
2006-2007 was the development of a departmental HRM Plan that identifies a vision for HRM, as 
well as the priorities and supporting initiatives that will be undertaken over the next three years 
(2007-2010). Many of the priorities and initiatives in the HRM Plan build upon the work that 
was undertaken in 2006-2007 that focused on the unionization of the LA Group, Classification 
Modernization, compliance with the Public Service Employment Act (PSEA), achieving employment 
equity benchmarks, and fostering a culture of learning. 


32 


www.tbs-sct.gc.ca/maf-crg/Index_e.asp 
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Unionization of the LA Group: 


One of the most significant impacts in the area of HRM for the Department of Justice was the 
unionization of lawyers in the CPA and the certification of the Association of Justice Counsel 
(AJC) as the bargaining agent for the Law Group (LA) on April 28", 2006. Several initiatives 
were undertaken to help managers operate in a new unionized environment including: 
information sessions and a major review of all positions against the exclusion criteria in the 
Public Service Labour Relations Act (PSLRA). These activities are ongoing to ensure departmental 
managers understand the PSLRA provisions and embrace the change and spirit of collaborative 
labour-management relationships. 


Classification Modernization: 


Classification modernization affects how positions will be classified with the goal to enable the 
federal public service to recruit and retain the skilled employees needed to serve Canadians in 
the years ahead. During 2006-2007 there were two classification standard reform initiatives 
underway within DOJ, specifically the Law group (LA) and Economic and Social Science 
Services (EC), which includes our paralegals and policy analyst positions. The Department of 
Justice, being the prime users of lawyers and paralegals in the CPA, worked closely with the 
Canada Public Service Agency (CPSA) in designing the LA classification standard and testing 
the EC classification standard, as well as preparing the Department for the conversion to these 
two new standards. The new LA standard, affecting over 50 percent of the workforce, will result 
in clearer management and practitioner responsibilities and accountabilities that will also 
support the Federal Accountability Act (FAA) which puts in place specific measures to strengthen 
accountability and increase transparency and oversight in government operations. 


Compliance with the Public Service Employment Act: 


Management accountabilities were defined and delegated to managers as the Department 
continued with activities to ensure compliance with the Public Service Employment Act PSEA. 
As well, a review was initiated to determine if departmental staffing policies and practices 
reflected readiness for PSEA implementation. 


Employment Equity: 


Although DoJ continues to exceed workforce availability for all designated groups (women, 
Aboriginal peoples, persons with disabilities and visible minorities), employment equity (EE) 
continues to be a priority for DoJ to ensure it continues to reflect the changing demographics 
of Canada’s population, as well as ensuring a supportive corporate culture. To sustain this 
effort, a departmental EE Plan 2006-2009 was launched and quantitative and qualitative 
goals were set in the areas of corporate culture, recruitment/representativeness, 
retention/promotion/development, and workplace wellness. 


A Culture of Learning: 


Recognizing that DoJ is a knowledge-based organization, the Department continued to be committed 
to the continuous learning and professional development of employees in order to effectively 
fulfill its mandate and business objectives, support public service wide learning priorities aimed 
at building a well-trained and professional workforce that is properly equipped to carry out its 
professional and legal responsibilities, as well as contributing to employees’ individual learning 
needs and career development. To this end, the Department undertook several initiatives. 


IV. OTHER ITEMS OF INTEREST 


Performance and Reporting 


As evidenced throughout this report, the Department has been continuously assessing and 
improving its capacity to provide relevant and balanced performance information in order to 
provide senior management, central agencies, the Minister and Parliament with concrete 
results that illustrate the benefits of our work to Canadians. In line with this priority, we 
continued to refine our business planning processes to ensure that they respond to unit, 
Sector, Departmental and central agency requirements and are aligned with the MAF 
elements as well as the Department's Program Activity Architecture. 


Measuring Client Feedback: 


During the course of the reporting period, the Department launched a standardized questionnaire 
for gauging client perceptions of three core elements of service quality — responsiveness, 
timeliness and usefulness. 


Managing the Volume of Litigation 


Over the reporting period, one of the focus of the Advisory Committee on Managing the 
Volume of Litigation was to improve the quality of information needed to manage litigation 
workload and resources more effectively. During the summer of 2006, a sub-committee 
comprised of Senior Managers, representatives from Dispute Resolution Services, officials from 
Strategic Planning and Performance Management, officials from the Legal Services Review 
Team and from IM/IT developed a set of standard department-wide performance indicators 
and measures. Where required, data capture system adjustments were made to facilitate the 
tracking of certain information elements, and directives from the DM and the Senior 
Management Board stated that entering timekeeping and case management information 
would become mandatory for legal service providers beginning April 1*, 2007. This require- 
ment is now reflected in the performance agreements of senior managers where applicable. 


While the Department continued to address technical issues relating to the capture and analysis 
of the existing timekeeping and case management data, there is now a much more thorough 
and clear picture of the breakdown of the levels of effort devoted to files, the number and types 
of files and a better picture of our risk assessment practices. With the April 1 compliance date, 
we anticipate that in next year’s report, we will have the complete picture and we will begin 
providing year over year analysis of how the Department is managing its litigation work. 


Review of Legal Services and Sustainable Funding 


The Review of Legal Services to Government was undertaken in collaboration with the Treasury 
Board Secretariat in 2004-2005 with the following two objectives: 


¢ Improve the sustainability of the delivery of legal services in government by recommending 
strategies to improve legal services delivery and ensure a sustainable funding regime; and 


¢ Identify approaches to effectively manage litigation in the federal government. 
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The Review was completed in 2006-2007 following extensive research, analysis and 
consultations with government departments and agencies. 


To improve the sustainability of the Department's delivery of legal services to government, 

the Review recommended that departments and agencies continue to contribute to the cost 

of the legal services provided by the Department of Justice. Treasury Board approved this 
recommendation and the application of a net voting regime that provides Justice with the 
authority to spend revenues received from departments and agencies for legal services rendered 
as well as the legal services rate structure and rates that were implemented on April 1*, 2007. 


To further improve the sustainability of the delivery of legal services to government over time 
and to improve government's capacity to manage its demand for legal services, the Review 
recommended that Justice increase its capacity to capture more complete business and 
strategic information on the services it provides to government. This will support informed 
decision-making on the nature and level of legal services required from Justice. 


The Review also provided direction on the effective management of litigation in the federal 
government and recommended that Justice continue to lead the development of best practices 
in the management of disputes. These would include early intervention in policy and program 
design, other institutional measures designed to resolve disputes before they result in protracted 
litigation, and the management of litigation through measures such as alternate dispute resolution 
processes. In addition, it was recommended that Justice buttress its research efforts in the 
monitoring of litigation trends and drivers in government. 


With the development of targeted recommendations and a successful presentation of its key 
findings to Treasury Board and approval of the funding model for the delivery of legal services 
to government, the Review of Legal Services has successfully completed its mandate. 


Access to Information and Privacy 


With respect to the Department's compliance in meeting its responsibilities under the Access to 
Information Act, the Information Commissioner recognized our efforts in his 2006-2007 Annual 
Report to Parliament: 

“There is reason to be optimistic that Justice Canada will succeed in improving its grade by 
next year. The department has put the necessary resources and processes in place, and senior 
management is closely monitoring progress.” 


The Commissioner also included the DM’s statement in his follow-up status report 

"The Department has made a tremendous effort to improve its compliance rate and began 
fiscal year 2007-2008 with a "B" rating, with 9 percent of requests in deemed refusal. I assure 
you that senior management is fully aware of its ongoing responsibilities and measures were 
implemented to further improve the process in March 2007." * 


® http://www.infocom.gce.ca/publications/2006-2007/Justice-e.asp 
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IV. OTHER ITEMS OF INTEREST 


V. Legislation for which the Department is Responsible: 


The Department of Justice exists by virtue of the Department of Justice Act, first passed in 1868. 
The Act establishes the Department's role and sets out the powers, duties and functions of the 
Minister of Justice and the Attorney General of Canada. 


In addition to this general enabling statute, the Minister and the Department have responsibilities 
under a number of other laws. These range from fairly routine matters, such as tabling the 
annual report of an agency in Parliament, to broader responsibilities, such as the obligation to 
review all government bills and regulations for compliance with the Canadian Charter of Rights 
and Freedoms, the Canadian Bill of Rights and the Statutory Instruments Act. The laws for 
which the Minister has sole or shared responsibility to Parliament are listed below. ® 


Access to Information Act, R.S. 1985, c. A-1 

(responsibility shared with the President of the Treasury Board ).*° 
Annulment of Marriages Act (Ontario), R.S.C. 1970, c. A-14. 
Anti-Terrorism Act, S.C. 2001, c. 41. 


Bills of Lading Act, R.S. 1985, c. B-5 (responsibility shared with the Minister of Transport). 


Canada Evidence Act, R.S. 1985, c. C-5. 

Canada- United Kingdom Civil and Commercial Judgments Convention Act, R.S. 1985, c. C-30. 
Canada Prize Act, R.S.C. 1970, c. P-24. 

Canadian Bill of Rights, S.C. 1960, c. 44; reprinted in R.S.C. 1985, Appendix III. 

Canadian Human Rights Act, R.S. 1985, c. H-6. 

Commercial Arbitration Act, R.S. 1985, c. 17 (2° Supp.). 

Courts Administration Service Act, S.C. 2002, c. 8. 

Contraventions Act, S.C. 1992, c. 47. 

Criminal Code, R.S. 1985, c. C-46 (responsibility shared with the Solicitor General of Canada, * 
and the Minister of Agriculture and Agri-Food (s. 204)). 

Crown Liability and Proceedings Act, R.S. 1985, c. C-50. 


Department of Justice Act, R.S. 1985, c. J-2. 
Divorce Act, R.S. 1985, c. 3 (2™ Supp.). 


Escheats Act, R.S. 1985, c. E-13. 
Extradition Act, S.C. 1999, c. 18.%’ 


a 


This list, prepared in September 2004, is an unofficial version for information only. 


*® Responsibility shared with the President of the Treasury Board in the following manner: Minister of Justice (for 
purposes of paragraph (b) of the definition of “head” in section 3, subsection 4(2), paragraphs 77(1) (f) and (g) and 
subsection 77(2)); and the President of the Treasury Board (for all other purposes of the Act) (SI/83-108). 


’ The portfolio of the Solicitor General of Canada was replaced by the portfolio of Public Safety and Emergency 
Preparedness on December 12", 2003. 


* Section 84 of the new Extradition Act, 1999, c. 18, provides that the repealed Act (R.S. 1985, c. E-23) applies to a 
matter respecting the extradition of a person as though it had not been repealed, if the hearing in respect of the 
extradition had already begun on June 17, 1999. 
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Family Orders and Agreements Enforcement Assistance Act, R.S. 1985, c. 4 (2"¢ Supp.). 
Federal Courts Act, R.S. 1985, c. F-7.* 

Federal Law-Civil Harmonization Act, No.1, S.C. 2001, c. 4. 

Federal Law and Civil Law of the Province of Quebec Act -- 2001, c. 4, Part 1 
Firearms Act, 5.C. 1995;¢:39>~ 

Foreign Enlistment Act, R.S. 1985, c. F-28. 

Foreign Extraterritorial Measures Act, R.S. 1985, c. F-29. 


Garnishment, Attachment and Pension Diversion Act, R.S. 1985, c. G-2 (responsibility shared 
with the Minister of National Defence, Minister of Public Works and Government Services, and 
Minister of Finance *’). 


Identification of Criminals Act, R.S. 1985, c. I-1. 
International Sale of Goods Contracts Convention Act, S.C. 1991, c. 13. 
Interpretation Act, R.S. 1985, c. I-21. 


Judges Act, R.S. 1985, c. J-1. 


Law Commission of Canada Act, S.C. 1996, c. 9. 
Legislative Instruments Re-enactment Act, S.C. 2002, c. 20. 


Marriage (Prohibited Degrees) Act, S.C. 1990, c. 46. 
Modernization of Benefits and Obligations Act, S.C. 2000, c. 12. 
Mutual Legal Assistance in Criminal Matters Act, R.S. 1985, c. 30 (4° Supp.). 


Official Languages Act, R.S. 1985, c. 31 (4 Supp.). 


* Formerly the Federal Court Act. The title was amended to the Federal Courts Act in the Courts Administration 
Service Act, S.C. 2002, c. 8, s. 14. 


® The Firearms Program was transferred to the Solicitor General (Public Safety and Emergency Preparedness as of 
December 12", 2003, although the legislation has not yet been amended to reflect this change) as of April 14, 2003. 
See SOR/2003-145. 


” Responsibility shared in the following manner: (a) Minister of Justice and Attorney General of Canada, General 
(Part I) (SI/84-5), and for the purposes of sections 46 and 47 of the Act, items 12 and 16 of the schedule to the Act 
and the other provisions of Part II of the Act as those provisions relate to the Judges Act (SI/84-6); (b) the Minister of 
National Defence, for the purposes of the provisions, except sections 46 and 47, of Part II of the Act as those provisions 
relate to the Canadian Forces Superannuation Act and the Defence Services Pension Continuation Act (S1/84-6); (c) 
the Minister of Finance, for the purposes of the provisions, except sections 46 and 47, of Part II of the Act as those 
provisions relate to the Members of Parliament Retiring Allowances Act (SI/84-6); and (d) the Minister of Public 
Works and Government Services, for the purposes of the provisions, except sections 46 and 47, of Part II of the Act 
as those provisions relate to 

(i) the Governor General's Act, 

(ii) the Liewtenant Governor's Superannuation Act, 

(iii) the Diplomatic Service (Special) Superannuation Act, 

(iv) the Public Service Superannuation Act, 

(v) the Civil Service Superannuation Act, 

(vi) the Royal Canadian Mounted Police Superannuation Act, Part I, 

(vii) the Royal Canadian Mounted Police Pension Continuation Act, Parts II and III, 
(viii) the Currency, Mint and Exchange Fund Act, subsection 15(2) (R.S. 1952, c. 315) 
(ix) the War Veterans Allowance Act, subsection 28(10), 

(x) regulations made under Vote 181 of Appropriation Act N°. 5, 1961, and 

(xi) the Tax Court of Canada Act (SI/84-6). 
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Postal Services Interruption Relief Act, R.S. 1985, c. P-16. 
Privacy Act, R.S. 1985, c. P-21 
(responsibility shared with the President of the Treasury Board “). 


Revised Statutes of Canada, 1985 Act, R.S. 1985, c. 40 (3 Supp.). 


Security Offences Act, R.S. 1985, c. S-7. 
Security of Information Act, R.S. 1985, c. O-5. 
State Immunity Act, R.S. 1985, c. S-18. 
Statute Revision Act, R.S. 1985, c. S-20. 
Statutory Instruments Act, R.S. 1985, c. S-22. 
Supreme Court Act, R.S. 1985, c. S-26. 


Tax Court of Canada Act, R.S. 1985, c. T-2. 
United Nations Foreign Arbitral Awards Convention Act, R.S. 1985, c. 16 (2™ Supp.). 


Youth Criminal Justice Act, S.C. 2002, c. 1 
(replaces Young Offenders Act, R.S. 1985, c. Y-1). 


Contact Information 


Media Inquiries: 
Communications Branch 
Telephone: (613) 957-4207 
Fax: (613) 954-0811 


Public Inquiries: 
Communications Branch 
Telephone: (613) 957-4222 
TDD/TTY: (613) 992-4556 
Fax: (613) 954-0811 


" Responsibility is shared in the following manner: Minister of Justice, for purposes of paragraph (b) of the definition 
of “head” in section 3, subsection 12(3), paragraphs 77(1) (a), (d), (g) and (1) and subsection 77(2); President of the 
Treasury Board, for all other purposes of the Act (SI/83109). 
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Information Online 


For more information about the management terms used in this document, please consult the 
Treasury Board Secretariat's Lexicon for Reporting: 
http://www.tbs-sct.gc.ca/est-pre/20052006/lex_e.asp 


For more information about the Department of Justice, please consult 
the following electronic publications: 


About the Department of Justice 
http://www.justice.gc.ca 


Access to Justice in Both Official Languages Support Fund 
http://www.justice.gc.ca/en/ps/pb/prog/official_languages.html 


Department of Justice Evaluation Reports 
http://www.justice.gc.ca/en/ps/eval/index.html 


Department of Justice Internal Audit Reports 
http://www.justice.gc.ca/en/dept/pub/audit_reports/index.html 


Departmental Performance Report 
http://www.justice.gc.ca/en/dept/pub/dpr/home.html 


Public Legal Education and Information 
http://www.justice.gc.ca/en/ps/pb/prog/legal_ed.html 


Report on Plans and Priorities, 2006-2007 
http://www. justice.gc.ca/en/dept/pub/rpp/index.html 


Research and Statistics 
http://www.justice.gc.ca/en/ps/rs/index.html 


Sustainable Development Strategy, 2007-2009 
http://www.justice.gc.ca/en/dept/pub/sds/07_09/index.html 


The Department of Justice produces many publications and reports on a variety of subjects. 


For a complete listing, please visit the Publications page on our Internet site: 
http://www.justice.gc.ca/en/dept/pub/subject_index.html 
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2006-2007 


Recettes _Recettes Coit 
prévues réelles total 


(en (en (en 
Pouvoir Datedela __ milliers milliers _milliers Norme Résultats 
Type de d'établissement derniére — de de de de liés au 
A. Frais d'utilisation frais desfrais modification dollars) dollars) dollars) rendement rendement 


Les résultats 2007/2008 
sont 
disponibles 


au tableau 7-B 


2008/2009 | 6 000 6 000 


2009/2010 | 6 000 6 000 


Loi d'aide a l’exécu-_ | Réglemen- 1999 6 000 6 559 6 559 OUI 
tion des ordon- taires 

nances et des 

ententes familiales 

(LAEOEP) 

Bureau d’enreg- 

istrement des 

actions en divorce 


Droits du BEAD Réglemen- Bureau d’en- 1986 750 818 818 OUI Les résultats 2007/2008 | 800 800 
taires registrement sont 
des actions disponibles 2008/2009 | 800 800 
en divorce au tableau 7-B 
2009/2010 | 800 800 
Frais facturés au Autres Loi sur l’accés| 1992 Zet 33 1 566 OUI Les résultats 2007/2008 | 4.0 2 000 
titre du paiement produits et a l’informa- sont 
des demandes d’ac- | services tion disponibles au | 2008/2009 | 4.5 2 300 
cés présentées aux tableau 7-B 
2009/2010 | 5.0 2 550 


termes de la Loi sur 
l’accés a Vinforma- 
tion (LAD (veuillez 
consulter la note 1) 


Note 1: Le coat total refléte le coat du Bureau de Il’accés a l'information et de la protection des renseignements personnels (AIPRP) a Justice. Le rle du Bureau AIPRP consiste a 
répondre a toutes les demandes officielles présentées au ministére de la Justice conformément a la Loi sur l’accés a l'information. Comme les autres organismes centraux, le 
bureau AIPRP du ministére de la Justice joue un rdle étendu; en plus de traiter les demandes, le Bureau répond aux demandes de renseignements des autres institutions 
gouvernementales relativement au secret professionnel de l’avocat pour le gouvernement dans son ensemble. Méme si la Loi sur les frais d’utilisation peut fournir certains 
des indicateurs de rendement, la renonciation aux frais doit étre examinée a la lumiére de la loi sur l’AIPRP. 

Le rendement doit aussi étre évalué en raison du nombre accru de demandes recues de méme que des demandes fermées au cours des exercices respectifs. 
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Tableau 2 : Ressources par activité de programme 


(en millions de dollars) Budgétaire 


Contributions 

et autres 

Fonction-| Immobi- paiements 

Activité de programme nement lisations | Subventions | de transfert 


A.1 Elaborer des politiques et des lois 


Budget principal des dépenses 30,7 . . - 
Dépenses prévues 31,1 - : 
Total des autorisations 42,2 - : 
Dépenses réelles Sia - 2 3 
A.2 Elaborer et exécuter_ 
des programmes . 
Budget principal des dépenses 


Dépenses prévues 
Total des autorisations 
Dépenses réelles 


B.1 Dispenser au gouvernement _ 
des services de consultation juridique _ 
de contentieux et de rédaction législative rrr 
50 Tt - : : 


Budget principal des dépenses 

Dépenses prévues 508,6 - . - 
Total des autorisations ATS) 7 - - - 
Dépenses réelles 461,0 - - - 


B.2 Dispenser des services de poursuite | 


Budget principal des dépenses 80,7 | - = 7s 


Dépenses prévues 83,8 = ‘ 
Total des autorisations 97,7 - . - 


Dépenses réelles 11257 - - - 
TOTAL 
Budget principal des dépenses 628,8 - es 284,6 
Dépenses prévues 633,2 - 23 370,2 
Total des autorisations 664,6 - 2a. 361,3 


Dépenses réelles 619.2 = 1.9 353.1 


Total : 
Dépenses 
budgétaires 
brutes 


30,7 
31,1 
42,2 
Awa 


296,6 
382,2 
373,0 
363,0 


508,6 
ag here 
461,0 


80,7 


83,8 
Wa 
L127 


O15 7 
1 005,7 
1 028,6 
974.2? 


Plus : 
Non 
budgétaire 


Total : 
Dépenses Préts, 
Recettes budgétaires placements 
disponibles nettes 


Moins : 


et avances 


- 30,7 - 
- 31,1 - 
- 42,2 - 
= iad - 


- 296,6 - 
- 382,2 - 
373,0 
- 363,0 - 


Total 


30,7 
31,1 

aye 
She 


296,6 
382,2 
373,0 
363,0 
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Tableau 1 : Comparaison des dépenses prévues et réelles 


2004-2005 2005-2006 2006-2007 
Dépenses Dépenses © Budget principal Dépenses Total des Dépenses 
(en millions de dollars) _réeles _ teellés des dépenses _ prévues autorisations réelles 
Elaborer des politiques et des lois 24,2 29,3 30,7 Shy 42,2 37,5 
Elaborer et exécuter des programmes salt 369,9 296,6 382,2 373,0 363,0 
Gérer et coordonner la fonction liée aux politiques 
stratégiques et aux priorités 9,6 10,8 - - - - 
Dispenser au gouvernement des services de 
juridique, de contentieux et de rédaction 415,1 436,3 507,7 508,6 515.7 461,0 
Dispenser des services de poursuite 103,0 E353 80,7 83,8 O74 P1257. 
Total : 60. 959,6° 915,7 1 005,7 1 028,6 974,2 
Total ! 943,0 959,6 Bt, 1 1 005,7 1 028,6 974,2 
Moins : Recettes non disponibles’ (195,8) (175,5) 3.0: 2375) S.0. (176,6) 
Plus : Cotit des services recus a titre gracieux 4556 12,8 8.0: oye 5.0); TOs 
Dépenses ministérielles totales 818,8 856,9 S.O. 843,5 S.O. 873,3 
Equivalents temps plein 4 989 4710 S.0. 4783 S.0. 4812 


Note 1: Les dépenses réelles different des montants déclarés dans les états financiers a titre de cout net des opérations 


(879,8 millions de dollars). Le rapprochement de ces deux montants est effectué a la note 4 des états financiers (Table 15). 


Note 2: Les recettes non disponibles comprennent les recouvrements de couts. 
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sont « permanentes » Un systéme de justice équitable, pertinent ___ Des services juridiques efficaces et adaptés de dollars) 
; et accessible qui refléte les valeurs canadiennes_ _—_—pour seconder le Gouvernement du Canada 
Etat du rendement : 
0 ee les Bae Bee Activité de programme Activité de programme __ Activité de programme | Activité de programme 
ced See ” | A.1 Elaborer _A.2 Elaborer et exécuter B.1 Dispenser _B.2 Dispenser des 
_ _ des politiques et des lois | des programmes _augouvernementdes __ services de poursuite 
| | | services de consultation _ 
| juridique et de 
P Z ; Z , . : | Sy P : 
Résultats prevus : | Résultats prévus : _ contentieux Résultats prévus: Dépenses Dépenses 
Des politiques etdes | Des programmes sont | Interventions/conseils : 
: 3 - : ; mare | prévues réelles 
| lois sont élaborées en élaborés et exécutés en efficaces avant 
réponse a des besoins réponse a des besoins Résultats prévus:Des _l'inculpation 
| et des lacunes qui ont etdeslacunes quiont _ services juridiques de | 
_ été définis, puisellessont été définis, puis ils sont | qualité élevée et le respect | 
_ intégrées aux priorités | intégrés aux priorités de la primauté du droit | 
_ et aux engagements et aux engagements | 
gouvernementaux | gouvernementaux | 
Protéger les collectivités | FF 2 + <° : rr 7. | 
canadiennes v | v v | 42,3 44,4 
Améliorer | ; 
laresponsabilisation | JS | J | 0,5 0,5 
du gouvernement 
Renforcer le systeme 
de justice pénal pour | v J 192,3 187,3 
les jeunes 
= fo SPU ee nccrcac castro treet Nee ete an NRC enCoE eS os seioevai ee ens scent sia | = — 
Améliorer l'expérience | 48 
des victimes | J Jo 4,1 
d'actes criminels | 
Améliorer l'efficacité | | | 
du systeme de justice | J f JS 562,8 506,2 
et la prestation efficace | 
des services juridiques | 
} ——~ - a + 
Améliorer l'accés | JS J 164,4 iSL7 
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